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Preface 


DONALD KABERUKA. President, African Development Bank Group 

KLAUS SCHWAB, Executive Chairman. World Economic Forum 

PAUL WOLfOWITZ. Pre sident, World Ba nk Gro up 

The publication of this year's Africa Competitivencss 

Report 2007 (ACR) marks a new level of cooperation 

in Africa . It is the fIrst report on the region's business 

environment to present a dual perspective based on a 

combination of aggregate perception data and fIrm-level 

data capturing the actual costs of operating in national 

business environments; and the fIrst to leverage knowl

edge and expertise within the African Development 

Bank, the World Bank, and the World Economic Forum. 

Our three organizations have undertaken this work at a 

time when there is optimism about Africa's future. The 

Report presents a unifIed vision and a mapping of the 

policy challenges that countries on the continent may 

address as a foundation for sustainable grovvth and 

prosperity. 

The present Report comes amid renewed optimism 

against the background of a much more encouraging 

regional business environment that is better now than 

it has been for years . Many African countries are experi

encing an economic resurgence. Between 2001 and 

2006, growth in gross domestic product (GDP) on the 

continent averaged 4.9 percent annually. In 2006, the 

continent grew by more than 5.5 percent, and in 2007, 

the rate is expected to increase further to the highest 

growth rate registered for decades. Moreover, the cost 

of doing business is coming down in most countries 

as an increasing number of them are implementing 

critical reforms, placing Africa among the top three 

reforrning continents-ahead of Latin America and the 

Middle East. 

This economic progress opens the door to greater 
wealth creation and better standards of living for the 

people of Africa. Continued policy and institutional 

reform remain central to ensuring that Aft:ican countries 

stay on a higher growth trajectory. Those responsible for 

economic management will have to be aware of the 

continued need for action and not give in to cOlllpla

cency as a result of the recent cushion of growth . While 

the timing is propitious for reform, new policies should 

be introduced in a prioritized and sequenced way, and 

attention must be given to the political economy of 

reform as care must be taken to balance the interests of 

winners and losers that any program of reform engenders. 

This Report is intended as a tool for African deci

sion makers from private and public circles. It measures 

the business climate potential for sustainable growth and 

prosperiry and as such should be used to stimulate pri

vate-public dialogue on the issues at stake. The private 

sector can playa vi tal role in the process 

of reform. As a stakeholder, business can support and 

advocate competitiveness-enhancing reforms with their 

governments while highlighting the benefIts of a more 

competitive economy for creating jobs and increasing 

wealth for all. For their part, governments will want to 

emphasize a sound business climate as a catalyst for 

long-term growth and prosperiry. 

This Report is an ongoing collaboration among the 

three institutions. This year it examines many aspects of 

Africa's business environment and, more generally, 

themes that will boost the prosperiry of nations, includ

ing detailed assessments of the drivers of productiviry 

and employment growth; the competitiveness and 

investment climate in Africa's four largest economies, 

which together account for slightly more thall half of 

the continent's output; the effect of gender disparities 

on employment and competitiveness; and the role of 

new technologies in fostering a more dynamic business 

environment . 

The Report also includes detailed competitiveness 

and investment climate profiles, providing a comprehen

sive summary of the drivers of investment and competi

tiveness in each of the countries included in the Report. 

v 
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After years of economic stagnation, Africa is experiencing 

an economic resurgence. Between 2001 and 2006, 

growth in gross domestic product (GOP) on the conti

nent averaged 4.9 percent annually. In 2006, the continent 

grew by an impressive 5.5 percent, and in 2007, this is 

expected to increase even further to 6.2 percent-the 

highest growth registered for decades. 

Despite the improved economic performance, 

questions remain as to how sustainable this growth 

wi.l.l be over the longer run. Although the continent is 

experiencing its highest growth since the 1970s, and 

even though significant progress has been achieved in 

stabilizing the macroeconomic environment in many 

African countries, most of the current growth has been 

fueled by a confluence of external events and interven

tions, including high commodity prices, debt relief, and 

a favorable international economic environment. Truly 

sustainable growth , however, must be based on solid 

domestic foundations rather than on cyclical or 

exogenous circumstances. 

Moreover, high rates of growth over decades, such 

as those observed in developing Asian countries, are des

perately needed in Africa to raise the living standards of 

its people. Present growth rates ill Africa, although high 

by historical standards, are still short of the estimated 7 

percent annual growth that would be required to meet 

the Millennium Development Goal (MDG) of halving 

poverty rates in the region by 2015. I 

There is every reason to expect that Africa can 

achieve a sustainable growth path, given proper policies 

and investment. Even before the present economic 

upturn, studies were focusing on the great economic 

potential of the continent, given the right policy envi

ronment. For example, the study Call ~fi'ica Claim the 
21st Century? (2000)-a joint study by the African 

Development Bank, the African Economic Research 

Consortium, the Global Coalition for Africa, the UN 

Economic Commission for Africa, and the World 

Bank-made the argument that Africa has enormous 

unexploited potential. It has hidden growth reserves in 

its people, including the potential of its women, who 

now provide more than half the region's labor but lack 

equal access to education and factors of production .2 In 

f:1ct, the substantial economic role of women, especially 

in sub-Saharan Africa, is one of the characteristics that 

distinguishes Africa from other regions, and, once 

barriers to entrepreneurship are overcome, women's 

businesses are at least as productive as men's, as will be 

explored further in Chapter 1.4. A recently completed 

World Bank study identified infrastructure, investment, 

innovation, and institutional capacity as the most critical 

areas demanding action ifAfrica is to make up tor miss

ing two decades of global growth or replicate the growth 

models that have lifted millions of people out of poverty 

in other regions of the developing world 5 

The international community is focusing on the 

region with renewed commitment to assist countries in 

expanding this growth and in reducing poverty. It is thus 

particularly fitting now to take stock of the efforts to 

benchmark and analyze the impact of critical dimensions 

of the business environment in Africa. 

This year's Africa Competitive/less Report marks a new 

partnership between three institutions. The World 

Economic Forum, the World Bank, and the African 

Development Bank have come together to underscore 

the importance of discussing the challenges of competi

tiveness in Africa. Each institution approaches the topic 

in its own way, which, when combined in this volume, 

provides the reade r with a rich set of complementary 

views about how to expand opportunities and increase 

productivity and growth in Africa . 

This joint publication is organized in five chapters 

and reports on several data-collection efforts in its 

assessment of the competitive environment across the 

continent. The World Economic Forum conducts its 

yearly Executive Opinion Survey (Box 1), which is 

used, along with hard data sources, to derive the Global 

Competitiveness lndex (GCl). Now in its 28th year, this 

survey benchmarks countries on multiple dimensions 

based on the perceptions of CEOs and managers 

operating in each country. The World Bank launched its 

program of Enterprise Surveys in 2001 (Box 2) to coHeer 

similar subjective data along with more objective measures 

of the time and monetary costs associated with access to 

various services and interactions with the government. 

The Enterprise Survey also collects data on the firms' 

performance, and on key ownership and other firm 

characteristics, allowing the impact of the investment 

climate conditions to be analyzed. The larger sample 

sizes also allow for comparisons across types of firms, for 

example, by size or ownership. 

Both of these approaches rely on what entrepreneurs 

report is their experience. These data can usefully be 

compared with another source of data benchmarking 

ix 
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Box 1: World Economic Forum: Executive Opinion 
Survey 

The Executive Opinion Survey conducted annually by the 
World Economic Forum captures the perceptions of leading 
business executives on numerous dimensions of the econo
my from a cross-section of firms representing the main sec
tors of the economy. The Survey compiles data points in the 
following areas: technology, government and the public sec
tor, public institutions, infrastructure. human resources and 
health. finance and openness. domestic competition. compa
ny operations and strategy. and environmental and social 
responsibility. All these areas feed into the nine pillars of the 
Global Competitiveness Index. 

The Executive Opinion Survey serves as a gauge of the 
current condition of a given economy's business climate. and 
the data generated from the Survey comprise the core quali
tative ingredient of the Competitiveness Report series. The 
most recent data cover 128 countries. with an overall 
response rate of 11,436 worldwide and 2.374 senior manage
ment respondents in 29 African countries. 

More information on the Executive Opinion Survey is 
available from the World Economic Forum on request at 
gcp@Weforum.org. 

Box 2! World Bank Group: Enterprise Surveys 

The World Bank's Enterprise Surveys collect data through 
face-to-face interviews with hundreds of entrepreneurs in 
each country to describe the impact of their country's invest
ment climate on their firms. Responses reflect their man
agers' actual experiences. The data collected span all major 
investment climate topics, ranging from infrastructure and 
access to finance. to corruption and crime. Detailed produc
tivity information includes firm finances. costs such as labor 
and materials. sales. and investment. The breadth and depth 
of data allow cross-country analysis by firm attributes (size. 
ownership. industry). and can probe the relationship 
between investment climate characteristics and firm produc
tivity. Every year. 15 to 30 Enterprise Surveys are implement
ed. with updates planned for each country every three to five 
years. This reflects the intense nature of administering firm 
surveys and for the firms responding to the many. detailed 
questions. So far over 100 countries have been surveyed. 
including 11.600 entrepreneurs. senior managers. and CEOs 
in 34 African countries. For more information. visit 
www.enterprisesurveys.org. 

countries, the World Bank's Doing Business indicators 

(Box 3). For 10 areas of regulation, this project provides 

information on the time and monetary costs a generic 

firm would face if it fully complied with all the legal 

requirements . In many cases, what is on the books and 

what firms report in practice are aligned. But it can be 

informative when there are discrepancies . Sometimes 

the challenge to policymakers is to change the laws; but 

other times, the challenge is to get consistent enforcement 

of the rules. 

The African Development Bank undertakes a num

ber of studies of its regional member countries on an 

annual basis. These include Private Sector Country 

Profiles, Country Governance Profiles, and ~frican 

Economic Outlook--a publication jointly produced with 

the OECD-which are outlined in Box 4. 

The aim of bringing the approaches together is to 

reinforce the complementary nature of different indica

tors. Each brings a ditlerent perspective that, taken 

together, enrich the insights into the accomplishments 

and challenges still facing countries in Africa. 

Five themes for sustaining development 
This Report highlights five common themes that emerge 

from the analysis of the competitiveness landscape in 

Africa. 

First, the importance ojgood policies to establish a 

sound business environment is clearly demonstrated in 

this Report. More than geography or geology, countries 

that have implemented sound polices score better on 

subjective rankings, with more objective measures 

showing better conditions and better growth and pro

ductivity outcomes. Resource-endowed countries and 

countries with direct access to the sea do enjoy a few 

advantages, such as lower transportation costs. However, 

overall, when we take into account a wider set of issues, 
entrepreneurs in Africa do not see these countries as 

presenting a business climate that is significantly better 

than those in landlocked or resource-scarce countries. 

No matter whether we use Enterprise Survey data or 

the Executive Opinion Survey, the average ranking of 

resource-endowed countries is not statistical'ly different 

from that of resource-scarce countries. Similar results 

hold for landlocked countries. Hence, to the extent that 

competitiveness and productivity are determined by a 

good business environment, African countries in the 

continent should not rely on their natural endowments 

to foster productivity and competitiveness. Where 

policies respond to the needs of women as well as men 

entrepreneurs, Africa has the opportunity to unlock 

considerable additional productive potential. Moreover, 

it is clear that family enterprises, and family dynamics 

more generally, are integral to the business landscape in 

Africa, with important ramifications for productivity and 

competitiveness. Finally, high-quality educational systems 

remain a critical element underlying a good business 

http:www.enterprisesurveys.org
mailto:gcp@Weforum.org


Box 3: World Bank Group: Doing Business 

The World Bank's Doing Business Indicators are based on a 
survey of local experts in law and accounting who interact 
with a large number of firms. The indicators presented meas
ure business regulation and the protection of property rights 
as well as their effect on businesses, especially small and 
medium-sized domestic firms. Constancy of firm description 
across countries allows for a straightforward comparison 
and ranking by country for the various indicators. Ease of use 
makes this a useful tool for policy analysis. The data entails 
in-depth research and exchange with experts on 10 sets of 
laws, regulations, and instiMions covering specific aspects 
of firm entry, operation, and exit. The most recent data cover 
175 economies. Forty-five countries in Africa are represent
ed, reflecting the responses of 900 lawyers, accountants, 
and regulatory experts. Data are collected annually, and 
each year expanded collection (covering more economies 
and indicators) is planned. For more information, visit 
www.doingbusiness.org. 

environment. preparing the continent's individuals with 

the skills needed to contribute efficiently to the produc

tivity of their finns. and enabling African countries to 

move up the value chain by producing more sophisticated 

or higher value-added products. 

Second, a critical constraint to businesses in Africa 

remains access to jlnanee. Tllis is more acute in lower

income countries, for small firms and for locally owned 

firms, and constrains both men and women entrepre

neurs. Worryingly, expanding firms report that finance is 

particularly constraining and that making more finance 

available would significantly raise employment growth. 

Across countries, resource-rich countries view access to 

finance as more of a problem, illustrating some of the 

difficulties of diversifying activities in those countries. 

Efforts to expand access to finance on the continent has 
been facilitated and improved recently, but more must 

be done. Finance is still elusive to most firms in Africa . 

especially small and rural firms. With the expansion of 

new technology (such as mobile phones) there is great 

potential for technology to help overcome location and 

cost barriers to expand access to financial services 

throughout the continent. Nevertheless, improvements 

in the regulatory environment (such as better collateral

ization, transparency, and auditing) represent a necessary 

step for unleashing the potential impact of finance on 

firm competitiveness in Africa . 

Third, injrastYllctllre remains one of the top constraints 

to businesses in Africa. Indirect costs can represent a 

substantial drag on productivity enhancements in Africa 

and can account for as much as 30 percent of overall 

costs . This can easily erode any labor efficiency gain 

African fums might enjoy. Both subjective and objective 

Box 4: lbe AfDB: Knowledge to improve the 
invesbn8nt climate and co petitiveDess 

The AIDB Prlvete Sector Country Profiles 
The African Development Bank (AtoB) prepared four Private 
Sector Country Profiles-for Algeria, Egypt, Mali, and South 
Africa- in 2006, as part of its efforts to support an enabling 
environment for private-sector development in the continent 
These profiles provide an in-depth analysis of the private 
sector; the political, economic, and legal environment. oppor
tunities, and constraints; and a strategy for the future. 

The AfOB Country Governance ProfIle. 
The AtoB Group's governance policy and its implementation 
guidelines provide the basis for addressing governance 
issues facing Regional Member Countries. Also, good gover
nance remains a key criterion in the performance-based 
allocation of African Development Fund resources, with more 
resources gOing to countries with high governance ratings. 
The AtoB prepares Country Governance Profiles for a num
ber of countries annually. These profiles provide detailed 
assessments of major governance issues in the concerned 
countries. They analyze the governance situation in the polit
ical, social, economic, and corporate governance areas. 
They also review existing policies, institutional frameworks, 
and related capacity issues. Rnt lly, these profiles highlight 
governance challenges and propose measures and recom
mendations to move the governance agenda forward. The 
AfDB Group's support for good governance and anticorrup
tion programs is through projects in public-sector manage
ment, industrial import facilitation, export promotion, and 
institutional support. 

Atm:.n Economic Outlook IAEOI 
African Economic Outlook is an annual publication jointly 
produced by the AtoB and the DECO Development Centre 
since 2001/02. It reviews recent economic developments in 
Africa by adopting a comparative approach and a common 
analytical framework. It provides forecasts for key macro
economic variables. The 2000/07 AED covers 31 countries 
with the theme "Access to Drinking Water and Sanitation.w 

indicators clearly show that energy and transportation 

are among the main bottlenecks to productivity growth 

and competitiveness in Africa. Firms lose as much as 8 

percent of sales to power outages. and transportation 

delays can account for as much as 3 percent of lost sales. 

Infrastructure costs do not impact all countries and all 

firms equally. Geography and firm characteristics can 

help some enterprises cope with such problems more 

easily than others. Coastal countries face less of a burden 

of transportation , and large firms can more easily afford 

to buy a generator. Nevertheless, this infrastructure cost 

can represent as much as 4 percent of sales and the 

majority ofAfrican firms, small and medium, do not 
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Q) have the necessary financial resources to cope with it.> o 	 Beyond transport and energy, upgrading the national 

information and communication technologies (lCT) 

infrastructure also plays a vital ro:le. These technologies 

enable the fast and efficient communications across and 

within countries that are critical for success in today's 

global economy. enabling African countries to leapfrog 

existing underdeveloped infrastructures and geographical 

barriers, and to devise new and creative ways of doing 

business. 

Fourth, institutions in Africa need to be more busi

ness-friendly to foster competitiveness. More specifically, 

corruptioll in Africa remains a serious obstacle. This can 

be manifest in the payment of frequent bribes, but it is 

also associated with discretion on the part of officials, 

the inconsistent enforcement of regulations, significant 

time spent with officials, and political favors being 

directed to special interest groups. These manifestations 

are sometimes perceived as a greater problem for 

women entrepreneurs. These costs are shown to impact 

productivity significantly-especially for small firms. 

Reforms are needed. And transparency of the reform 

process itself will be key to its success. 

Finally, there are significant examples of success 

throughout the region. The Global Competitiveness 

Index, described below, shows that the region , and sub

xii 	 Saharan Africa in particular, lags primarily in the basics 

of infrastructure and education. However, many coun

tries perform much better on issues associated with 

technology readiness and efficiency. While the basics are 

clearly important, the existence of highly productive 

firms across the continent demonstrates that they are not 

the only thing that matters. The challenge is how to sus

tain and expand these opportunities. The approaches in 

this Report highlight ways to identify constraints, includ

ing efforts to benchmark countries and link indicators 

to outcomes. 

Analyzing African competitiveness 
The first chapters of the Report analyze competitiveness 

across the region, with subsequent chapters focusing on 

particular themes for more in-depth analysis . The fmal 

section provides detailed country profiles . 

Chapter 1.1, by Jennifer Blanke of the World 

Economic Forum, analyzes the results for 29 African 

countries compared with the performance of all 128 

countries included in the Global Competitiveness Index 

(GCI). The GCI assesses the set of institutions, policies, 

and factors that drive productivity and therefore set the 

sustainable current and medium-term levels of econom

ic prosperity. It measures the macro- and microeconom

ic drivers of competitiveness, or those factors driving 

productivity, across a large number of countries. The 

GCI, with its nine distinct pillars, captures the idea that 

many different elements matter for competitiveness. 

These are identified as: institutiol1S (public and private), 

infrastructure, the macroeC()//()//IY, health mId primary 

education, higher education ami traillillg. market if/iciency 

(goods, labor, financial), technological readiness, business 

sophistication, and illllovatioll. The exact methodology 

underlying the construction of the GCI is described in 

. Chapter 1.1. 

Specific comparisons are made with relevant devel

oping countries and regions, including Latin America, 

economies of developing Asia, and the four emerging 

"BRIC" countries-Brazil, Russia, India , and China. By 

placing individual country performances into an inter

national context, the author highlights those areas 

requiring urgent attention within African countries to 

increase competitiveness and to better ensure sustained 

strong economic performance going into the future. 

On average, the analysis shows that the competitive

ness of most countries in Africa continues to lag behind 

that of the rest of the world, and even behind other 

developing regions across all areas measured by the GCI. 

The results thus provide a sense of the magnitude of the 

efforts required to raise competitiveness levels. 

Although the specific priority areas vary from 

country to country. there are some com.mon areas of 

concern. For North African countries, which are 

assessed as doing comparatively well in some of the 

more basic areas measured by the GCI, the focus should 

be on improving the factors such as technological readi

ness and improved market efficiency. 

In sub-Saharan Africa, efforts are needed on all 

fi·onts within most countries. This includes upgrading 

infi·astructure and improving the health and education 

of the workforce, as well as tackling weaknesses in the 

areas of market efficiency and technological readiness. 

Indeed, the results of the GCI indicate that several of 

the big economies in the region are receiving high 

scores in the innovation and business sophistication 

pillars relative to their overall ranking, while neglecting 

hlore basic requirements that would help them migrate 

into a higher stage of development and achieve more 

sustainable growth . 

Although much remains to be achieved, the fact 

that there are a number of strong performers on the 

continent in specific areas provides reason for optimism. 

An analysis of the highest-ranked countries in Africa 

across the various pillars of national competitiveness 

shows that there are strong individual country perform

ances throughout the continent in areas as diverse as 

institutional quality, macroeconomic stability, business 

sophistication, and innovation . These countries can serve 

as benchmarks for other economies in the region, as 

points of reference in their efforts to improve their 

competitiveness. 

The author concludes by stressing that with the rel

atively positive economic outloolk across much ofAfrica, 

coupled with the renewed focus and increased attention 

from several institutions from within the region and 

beyond, there is now a promising opportunity to make 



the institutional and structural changes needed to put 

countries in the region on a more sustainable growth 

path and to pave the way for a more prosperous African 

future. 

More details of the comparative performance of 

African countries in speciftc pillars, as well as the per

formance of individual countries from the region are 

described in Chapter 1.1. 

In Chapter 1.2, Reyes Aterido, Mary Hallward

Driemeier, and Giuseppe Iarossi introduce the World 

Bank's Enterprise Survey data. This chapter moves 

beyond the ranking of locations to examine the actual 

impact of these investment climate conditions. It exam

ines how differences in investment climate affect ftrm 

performance and what the implications are for reform 

priorities. h argues that priorities should be set by an 

issue's impact, which mayor may not correspond to the 

areas characterized by the longest delays or highest costs. 

Certain government services are associated with long 

delays but have small impact; small differences in access 

to ftnance can have large impacts on employment 

growth. 

The chapter also demonstrates that priorities for 

reform are not uniform across countries or within 

countries-the impact of a particular issue varies by 

where you are and who you are. 

"Where you are" determines specific challenges to 

firms based on their country's key geographic character

istics (for example, landlocked or coastal), its natural 

endowments, and its economic advancement. But these 

conditions do not determine ftrms' prospects. The analy

sis shows how the quality of the investment climate can 

trump country characteristics. Thus, a more reliable 

infrastructure can counteract the greater challenges in 

accessing markets in landlocked countries or be particu

larly beneftcial in countries with greater concentration 

of manufacturing exports, where timely delivery is 

increasingly important. A rnore-dcveloped fmancial 

system and consistent regulations are associated with 

better outcomes, particularly in lower-income countries. 

Within countries, priorities vary most by "who you 

are"-especially a firm's size, its openness to international 

markets (exporting or foreign investment), and whether 

the ftrm is expanding or contracting. Improving infra

structure, property rights, and inconsistent enforcement 

are particular challenges for smaller fmns. Expanding 

ftrms report different constraints than contracting ftrms . 

Addressing ftnance and skills are most helpful to 

expanding firms, while labor regulations and corruption 

are most constraining to contracting ftrms . 

The three chapters that follow in the Report provide 

a more in-depth look at a particular dimension of com

petitiveness and its impact . 

In Chapter 1.3, "Competitiveness and the 

Investment Climate in SANE Economies," Louis 

Kasekende, Temitope Oshikoya, Peter Ondiege, and 

Bernard Z. DasJh of the African Development Bank 

3: 
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c;challenge the traditional country groupings used in > o

analyzing Africa's economic landscape, examining the 

concept of the SANE (South Africa, Algeria, Nigeria, 

and Egypt), a group of Africa's four largest economies. 

These countries represt:!nt almost a third ofAfrica's pop

ulation and account for more than half of its total GDP 

The authors also make some comparisons of competi

tiveness and investment climate between the SANE and 

the BRIC (Brazil, Russia, India, and China) economies. 

The SANE economies art:! richly endowed in 

resources and strategically located with large markets 

and populations. Given their relative size and importance, 

as the authors point out, these economies can become 

essential growth poles for the rt:!st of the contint:!nt. They 

can help shape the development of their respective sub

regional networks of economies for attracting capital 

flows, facilitating regional infrastructure and developing 

skills that Afi' ica needs to compt:!te in the global t:!cono

my. In spite of these potentials, a number of constraints 

to competitiveness and the investment climate continue 

to undermine the productivity of busint:!sses in the 

SANE. 

As a start, there is very little intra-African trade by 

the SANE economies, except South Africa , which 

accountt:!d for 14.6 percent of South Africa's export 

trade in 2005, while Egypt accounted for only 1 percent 

and Nigeria for a tenth of its total exports in that year. xiii 
The compelling implication of this situation is that tht:! 

SANE countries will surely have to augment their intra

African trade before they can be seriously regarded as 

potential growth poles. 

The authors expJain that although South Africa is 

both the largest and the most sophisticated economy in 

Africa , a number of obstacles remain: high levels of 

income inequality in the t:!conomy; weak education and 

basic health ; scarcity of land; crime; and corruption, 

which art:! strategic focal points that should be addressed 

for the country to achieve its full potential. In Algeria, 

the economy faces unfair competition, lack of working 

capital, high interest ratt:!s, corruption, scarcity of indus

trial land and building, complex tax rt:!gulations, and 

shortage of skilled labor. 

Although Nigeria has made considerable progress 

with respect to improving macrot:!conomic and ftnancial 

market reforms, it ranks poorly on most other indicators 

despite its huge oil wealth: power failure is the most 

urgent problem, followed by the poor state of other 

infrastructure, a lack of access to capital, and high interest 

rates, which are the fundamentals for achieving sustained 

economic growth. Egypt's most pressing investment 

constraints are related to macroeconomic uncertainty, 

tax regulations and tJX rate policies, unfair competition, 

and corruption. 

As a group, the SANE countries compare relatively 

well with global emerging economies that make up the 

BRIC countries. While the population of the SANE is 

abollt a fIfth of India's population, the nominal GDP of 



the SANE represents more than two-thirds of India's 

GDP. In 2005, the SANE attracted foreign direct invest

ment (FDI) that was two and half times the FDI to 

India . FDI to the SANE as a group was also higher than 

FDI to Brazil or Russia. In terms of competitiveness, 

although the rankings ofAlgeria and Nigeria are lower 

than those of the BRIC economies, South Africa and 

Egypt are on a par with the BRICs. 

It is easier to start a business in the SANE than in 

the BRIC economies. On average, entrepreneurs in the 

SANE economies go through 10 steps to launch a busi

ness, while launching a business in the BRIC economies 

requires 12 procedures. Similarly, the average number of 

days taken to license a business in the SANE economies 

is two-thirds of those required in the BRIC economies. 

It takes about 23 and 26 days to export goods in the 

SANE and the BRIC economies, respectively. Also, the 

average number of documents needed to import goods 

in the SANE is marginally smaller than that of the 

BRIe. However, the BRIC economies perform better 

than the SANE on protecting investors. China, Russia, 

and India have higher ran kings in this category than any 

country in the SANE. The average number of days for 

registering property in SANE is almost three times the 

average number for the BRICs. Also the SANE 

economies f.lce higher import costs than the BRIC 

xiv economies; these costs are a direct burden on the SANE 

competitiveness. 

In conclusion, the SANE economies have the size 

and the scale to be drivers ofAfrica's economic growth, 

regional economic cooperation, and integration into the 

global economy. However, the SANE would need to 

address key obstacles to competitiveness and constraints 

to their investment climate before their potentials in both 

the regional and global economy can be fully realized. 

Chapter 1.4, "Gender, Entrepreneurship, and 

Competitiveness in Africa" by Elena Bardasi, e. Mark 

Blackden, and Juan Carlos Guzman from the World 

Bank, is a welcome contribution to the debate on the 

role of gender in firm-level competitiveness. As the 

authors point out, gender is an important dimension of 

Africa's competitiveness that affects Africa's potential and 

prospects for private sector-led growth. Both men and 

women are active as entrepreneurs in Africa , and their 

enterprises share many common characteristics. For the 

select sample of manufacturing and service sector entre

preneurs, there are some differences in the types of busi

ness in which men and women are engaged and some 

differences in perceived constraints. However, these dif

ferences are often quite small and are not consistently 

associated with specific countries, sectors, or types of 

business. 

Because the chapter finds such small differences 

between men and women entrepreneurs, it may be 

tempting to conclude that there is little to be gained 

from addressing entrepreneurship in Africa through a 

gender lens. This would be a mistake, as even the 

absence of differences-for example, with respect to 

firm performance-is an important and positive finding. 

The chapter highlights several important findings that 

are relevant for strengthening Africa's competitiveness 

and entrepreneurship. 

Women entrepreneurs are more likely than their 

male counterparts to be engaged in family enterprises, 

and are generally younger and less likely to be married . 

Family dynamics play an important role in entrepre

neurship in Africa . The confluence of family and business 

activity suggests that the legal status and rights of women 

within the family, especially in relation to marriage, 

inheritance, and property rights, have a bearing on their 

capacity to engage in entrepreneurial activity. 

Women's businesses are at least as productive as 

those of their male counterparts. Once men and women 

entrepreneurs are operating their businesses, the con

straints and obstacles they f.lce affect them in largely the 

same way, and differences based on gender tend to dis

appear. The absence of significant gender-based barriers 

in operating a business does not mean that there are no 

gender-based obstacles to entrepreneurship. It is very 

likely that barriers to entry into entrepreneurship present 

greater obstacles for women than for men. Consequently, 

measures aimed at f.1Cilitating entry into entrepreneur

ship through legal, regulatory, and other reforms are 

likely to have a more positive impact on women 

entrepreneurs. 

The finding that there are no or few significant dif

ferences between female and male entrepreneurs once 

they are already operating businesses is encouraging. It 

suggests, for example, that Africa does indeed have con

siderable hidden growth potential in its women, and that 

tapping that potential-including through removal of 

barriers that exist at entry-and reducing disparities in 

access to and control of resources by empowering 

women economically can make a substantial difference 

for Africa's growth and poverty reduction. IfAfrica is to 

remain competitive, and is to tap the full productive 

potential of all economic actors-male and female-it is 

important to understand and tackle gender-based barri

ers to entrepreneurship. Once Enterprise Surveys obtain 

more information on the background of male and 

female entrepreneurs, including through larger samples 

of female entrepreneurs, it will be possible to undertake 

a more robust analysis of the gender dynamics of entre

preneurship in Africa. 

In Chapter 1.5, "Competitiveness and Information 

and Communication Technologies (ICTs) in Africa ," 

Hamadoun Toure of the International Telecommunication 

Union examines the policy and regulatory landscape 

that is the foundation for the rapidly improving ICT 

infrastructure in Africa . As seen in earlier chapters, 

Africa's future growth and success depends on the com

petitiveness of its firms . Becoming competitive needs a 

long-term strategy to raise efficiency, boost skill and 

technology levels, and move into higher-value products 



and processes, and the adoption of ICTs are a vital part 

of this strategy. ICTs enable rapid communications and 

can create the new skills essential in modern business. 

They can generate new growth and technological 

change across the whole range of the economy-from 

agriculture to finance, construction, and modern services. 

African governments have made considerable head

way in opening up the telecommunications markets to 

greater competition and introducing measures to 

encourage investment and to build local capabilities. The 

results are promising. African markets have witnessed 

strong growth, especially in mobile technologies, and 

the rise of resource-rich strategic investors. However, 

although African governments have already done much 

to liberalize telecommunications markets, encourage 

investment, and promote the technological readiness 

vital to finns' survival, more remains to be done. In par

ticular, the author notes that incentives are needed to 

build local capabilities and help make local firms 

become more competitive. 

At the same time, the author notes that African 

firms and telecom operators are not waiting for the 

government. They understand the importance of tech

nology and in many cases they are forging ahead and 

introducing new communication technologies. As the 

author points out, far from being isolated in the global 

economy, some African firms are already participating in 

the forefront of technological developments and invest

ment opportunities. Telecom operators are innovating 

with a range of different strategies and pricing models 

to suit COIlSumers. 

One of the striking features of the recent boom in 

mobile communicatioIlS is that it is largely African 

firms-such as MTN, Orascom, and Celtel-that are 

capitalizing on the new investment opportunities. The 

boom is as much home-grown as it is based on foreign 

investment, and may therefore prove more likely to be 

sustainable than previous rounds of investment in the 

continent. 

As the author points out, African governments and 

tdecom operators no longer face the strategic choice of 

whether or not to resist new technologies-they must 

instead decide how best to adapt to them. The challenge 

for Africa is not whether to integrate into the global 

economy, but how to become competitive within an 

integration process that is already taking place. The next 

10 years will prove decisive in whether Africa is ready to 

accept this challenge. 

The final section of the Report provides detailed 

country profiles for the countries included in the World 

Economic Forum's Global Competitiveness Index 

(GCI) and World Bank Enterprise Surveys. The first 

pages provide the detailed rankings that go into the 

broader GCI Ranking. The second profIles provide 

mainly objective measures of indicators of the business 

climate. They are drawn from the Enterprise Surveys, 

and-thanks to the large sample size-these indicators 

are also compared across size of firms, export orienta

tion, and ownership. 

Notes 
IMF 2006. 

2 World Bank 2000. 

3 World Bank 2006. 
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CHAPTER 1.1 

Assessing Africa's 
Competitiveness in a 
G"lobal Context 

JENNIFER BLANKE. World Economic Forum 
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c 
aThe World Economic Forum has analyzed the competi U 

tiveness ofMrican countries since the early 1990s and ro 
..Cl 
a

has produced regional reports on the economic compet t9 
roitiveness ofAfrica for nearly a decade. The first Africa c 

Competitiveness Report was published in 1998, followed '" 
(l)'" 

by two further editions in 2000 and 2004. The goal of c 
(l) 

.:::this series is to highlight the prospects for sustained 
~ 
(l)growth in the region and, more importantly, the obsta 0.. 
E 
acles to competitiveness. This fourth Report comes amid 

U 

renewed optimism against the background of a much .'" 
ro 

more encouraging regional economic climate. 
u 

After many years of economic stagnation, and at C) 

c 
times even decline, Africa is experiencing an economic '" '" 
resurgence. Between 2001 and 2006, growth in gross '" 

Q.l 

~ '" 
domestic product (GDP) on the continent averaged 4.9 

percent annually, according to the International 

Monetary Fund (IMF). In 2006, Afrka as a whole grew 

by an impressive 5.5 percent and sub-Saharan Africa in 

particular by 5.7 percent. In 2007 these rates are expect

ed to increase even further-to 6.2 and 6.8 percent, 

respectively-the highest growth registered for decades. 

In parallel, foreign direct investment has been picking 

up, with increasing activity by booming emerging mar

kets, drawn by the continent's rich natural resources. 

Accordingly, the overall outlook for the region's eco

nomic prospects is broadly optimistic. 

Despite this new-found optimism, questions remain 3 

as to how sustainable this growth will be over the longer 

run. Even though the continent is experiencing its high

est growth since the 1970s, and even though significant 

progress has been achieved in terms of stabilizing the 

macroeconomic environment in many African countries, 

most of the current growth has been fueled by a conflu

ence of external circumstances and interventions, including 

high commodity prices, debt relief, and a tlVorable 

international economic environment. Genuinely sustain

able growth, however, must be based on solid domestic 

foundations rather than on cyclical or exogenous circum

stances. Moreover, high rates of growth over decades, like 

those observed in developing Asian countries, are des

perately needed in Africa in order to significantly raise 

the living standards of its people. In this context, African 

countries must become more competitive. 

To illustrate the importance of increasing the 

region's competitiveness, Figure 1 compares the growth 

rates ofAfrica with those of developing Asia and the 

world average since 1980. As the figure shows, through

out the 1980s and 1990s Africa's growth rates were 

mostly below the world average, and consistently below 

the developing Asia average. The figure also shows that 

since the beginning of this decade, African growth rates 

have finally exceeded those of the world average. At the 

same time, growth rates continue to be much lower 

than the group of developing countries from Asia, a 

region that has raised the living standards of its citizens 

significantly over recent decades. Indeed, these are the 

magnitudes of growth rates that must be achieved over a 
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Figure 1: Africa's comparative growth performance (1980-2007) 
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• Developing Asia comprises Bangladesh, Bhutan, Cambodia, China, Fiji, India, Indonesia, Kiribati, Lao People's Democratic Republic, Malaysia, Maldives, 
Myanmar, Nepal, Pakistan, Papua New Guinea, Philippines, Samoa, Solomon Islands, Sri Lanka, Thailand, Tonga, Vanuatu, and Vietnam. 

long period of time in Africa in order to lift many citizens 

rapidly out of poverty. Present growth rates in Africa, 

although high by historical standards, are still short of 

the estimated 7 percent annual growth that would be 

required to meet the Millennium Development Goal 

(MDG) of halving poverty rates in the region by 2015. 1 

With a few exceptions, income levels across the conti 

nent remain very low, and African poverty rates are the 

highest in the world. 

Recognizing the urgency of enhancing Africa's 
competitiveness to improve living standards, the continent 

has benefited from a renewed focus and increased atten

tion from several institutions from within the region and 

beyond. Within the region, the effort that has probably 

received the most attention is the New Partnership for 

Africa's Development (NEPAD).2 Such regional efforts 

are joined by the various institutions of the African 

Union (AU) and the African Development Bank 

(AIDB), as well as a number of regional economic com

munities that are pursuing, with varying degrees of suc

cess, the economic integration of the continent's major 

subregions. Beyond the continent, promoting develop

ment in Africa has been high on the Group of Eight 

(G8)'s agenda since the 2005 summit in Gleneagles. 3 

The World Economic Forum's work on competi

tiveness aims to complement these efforts by contributing 

to a better understanding of the key ingredients of eco

nomic growth and prosperity, and by placing individual 

country pel{ormances into an international context. We 

assess a number of factors that will determine whether 

African cOllntries will continue on a sustained growth 

path, or even accelerate that growth , 

Why has Africa's overall economic performance 

been lagging behind other developing regions? Which 

are the areas requiring urgent policy attention in order 

to ensure sustained strong economic performance going 

into the futlll:e? This chapter will present a framework 

for addressing these questions. In order to prioritize 

those areas requiring urgent policy attention to improve 

competitiveness on the continent, the analysis will pro
vide a bird's eye view of the competitive landscape in 

Africa. It will show how African countries are perform

ing vis-a-vis each other, as well as where the region stands 

vis.=a-vis international benchmarks, highlighting specific 

areas where countries in the region are lagging behind. 

By highlighting the strengths and weaknesses of the 

region and individual economies compared "vith other 

economies from around the world, policymakers, business 

leaders, and other stakeholders are offered an important 

tool for the formulation of improved economic policies, 

institutional reforms, and investment decisions. 

The first section of this chapter describes in some 

detail the methodology used by the World Economic 

Forum in measuring national competitiveness to place 

the analysis in context. This is followed by a discussion 

ofAfrica's competitiveness £i'om a global and regional 

perspective, comparing African countries' performances 

with other relevant developing cOllntries and regions, 

and highlighting some differences between the geo

graphical regions of North Africa and sub-Saharan 



Africa. The next section includes a more detailed analy

sis of the best performers in the region across the vari

ous "pillars" of national competitiveness. This analysis 

shows that there are strong individual country perform

ances in a number of areas and highlights the existence 

of best practices within the region . The final section 

provides detai'ls on the competitive performances of 

individual African countries, discussing both the com

petitive strengths and weaknesses in each, and pointing 

toward those areas most requiring policy attention. 

Measuring competitiveness 
In order to assess national competitiveness, the World 

Economic Forum has developed the Global 

Competitiveness Index (GCI).4 Competitiveness is defined 

as the set of institutions, policies, and factors that drive 

productivity and therefore set the sustainable current 

and medium-term levels of economic prosperity.' In this 

sense competitiveness is not viewed as a zero-sum game, 

such as competition among companies vying for a larger 

portion of a given market share. Instead, by placing the 

focus on the drivers and the £1ciJitators of productivity, 

improvements in one country's competitiveness do not 

exclude similar improvements in other countries. 

We have learned from our years of research that 

the measurement of competitiveness is a complex 

undertaking. The GCI, albeit simple in structure, provides 

a holistic overview of factors that are critical to driving 

productivity and competitiveness, and groups them into 

nine pillars: irlstitutions (public and private), infrastructure, 

the macroeconomy, "ealth and primary education, higher 

education and training, market qJiciellc), (goods, labor, finan

cial), tedmological readiness, busilless sophisticatiorl, and 

innovation. Each of these pillars plays a critical role in 

driving national competitiveness. The GCl is the most 

comprehensive competitiveness index to date, measuring 

the macro- and microeconomic drivers of competitive

ness across a large number of countries. 

The selection of these pillars, as well as the £1Ctors 

that enter each of them, is based on the latest theoretical 

and empirical research. It is important to note that none 

of these factors alone can ensure competitiveness. The 

value of increased spending in education will be under

mined if rigidities in the labor market and other institu

tional weaknesses make it difficult for new graduates to 

gain access to suitable employment opportunities. 

Attempts to improve the macroeconomic environment 

-for example, bringing public finances under control

are more likely to be successful and receive public sup

port in countries where there is reasonable transparency 

in the management of public resources, as opposed to 

widespread corruption and abuse. Innovation or the 

adoption of new technologies or upgrading management 

practices will most likely not receive broad-based support 

in the business conuuunity if protection of the domestic 

x 
~ 
c: 
omarket ensures that the returns to seeking rents are U 

higher than those for new investments. 
..0 
ttl 

o
The most competitive economies in the world will CD 

therefore typically be those where concerted efforts have ttl 

C 

been made to frame policies in a comprehensive way '" '" OJ
that is , those that recognize the i.mportance of a broad c: 

OJ 

array of factors, their interconnection, and the need to :~ ..
OJaddress the underlying weaknesses they reveal in a 0. 
E 
oproactive way. u 

The nine pillars are measured using both "hard" ,'"
ttl 

.;::data (such as inflation, Internet penetration, life 
<.> 

~ 
expectancy, and school enrollment rates) from public Cl 

c 
.iiisources and data from the World Economic Forum's 

CI> '" Executive Opinion Survey, conducted annually among 
.«II) '" 

top executives in all of the countries assessed. The 

Survey provides crucial data on a number of qualitative 

issues (for example, corruption, confidence in the public 

sector, quality of schools) for which no hard data exist. 6 

Our sample covers 128 economies at different 

stages of economic development, with GOP per capita 

in the wealthiest country surpassing that of the poorest 

country by a £1ctor of 117, based on purchasing power 

parity. Clearly policy priorities must evolve as countries 

advance on the development path, since what it takes to 

achieve productivity improvements in a less-advanced 

economy-such as improving health, fighting illiteracy 

and corruption, or constructing basic infrastructure 5 
facilities such as roads and ports-will no longer be suf

ficient to increase productivity in a more sophisticated 

economic framework, where productivity gains from 

these policies have often already been exploited. 

To take this process into account, the concept of 

stages of development has been introduced into the cal

culation of the Index. Specifically, countries arc separat

ed into three stages, based on the idea that as countries 

move along the development path, wages tend to 

increase, and that in order to sustain this higher income, 

productivity must improve. This concept is integrated 

into the Index by attributing higher relative weights to 

those pillars that are relatively more relevant for a coun

try given its particular stage of development. 

In the factor-driven stage countries compete based on 

their factor endowments, primarily unskilled labor and 

natural resources. Companies compete on the basis of 

prices and sell basic products or commodities, with their 

low productivity reflected in low wages. To maintain 

competitiveness at this stage of development, competi

tiveness hinges mainly on a stable macroeconomic 

framework (pillar 1), well-functioning public and private 

institutions (pillar 2), appropriate infrastructure (pillar 3), 

and a healthy, literate workforce (pillar 4). 

As wages rise with advancing development, countries 

move into the efficiency-d,.ilJerl stage of development, when 

they must begin to develop more efficient production 

processes and increase product quality. At this point, 

competitiveness becomes increasingly driven by higher 

education and training (pillar 5), efficient markets (pillar 
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Figure 2: Composition of the three subindexes 

Basic Requirements 
• 	 Institutions 

I nfrastru ctu re 

• 	 Macroeconomy 
• 	 Health and Primary Education 

Efficiency Enhancers 
• 	 Higher Education and Training 
• 	 Market Efficiency (goods, labor, financial) 
• 	Technological Readiness 

Innovation and Sophistication Factors 
• 	 Business Sophistication 
• 	 Innovation 

6), and the ability to harness the benefits of existing 

technologies (pillar 7). 

Finally, as countries move into the innovation-driven 

stage, they are able to sustain higher wages and the asso

ciated standard of living only if their businesses are able 

to compete with new and unique products. At this stage, 

companies must compete through innovation (pillar 9), 

producing new and different goods using the most 

sophisticated production processes (pillar 8). Thus, 

although all nine pillars matter to a certain extent for all 

countries, the importance of each one depends on a 

country's particular stage of development. 

To account for this, the pillars are organized into 

three subindexes, each critical to a particular stage of 

development. The basic requirements subindex groups those 

pillars most critical for countries in the factor-driven 

stage. The efficiency enhancers subindex includes those pillars 

critical for countries in the efficiency-driven stage. And 

the irmOllation and sophistication factors subindex includes all 

pillars critical to countries in the innovation driven 

stage. The three subindexes are shown in Figure 2. 

The GCI implements the concept of developmental 

stages by weighting each of the subindexes differently, 

depending on the stage of a given country, placing more 

weight on those pillars that are most important at a 

given stage of a country's development. The specific 

weights we attribute to each subindex in every stage of 

development are shown in Table 1.7 

For the calculation of the Index, the countries are 

allocated to stages of development based on two criteria. 

Key for 

factor-driven 
economies 

Key for 

efficiency-driven 
economies 

Key for 

innovation-driven 
economies 

Table 1: Weights of the three main groups of pillars at 
each stage of development 

Basic Efficiency Innovation and 
requirements enhancers sophistication 

Weights Ipercent) Ipercent) factors Ipercent) 

Factor-driven stage 50 40 10 

Efficiency-driven stage 40 50 10 

Innovation-driven stage 30 40 30 

The first criterion is the level of cunent GDP per capita 

at market exchange rates. This widely available measure 

is used as a proxy for wages, because internationally 

comparable data for the latter are not available for aU 

countries covered.s In addition, we have updated our 

methodology to also take into account the extent to 

which each individual economy is factor-based, using 

the share of primary exports as a percentage of total 

exports (goods and services) to measure factor intensity.9 

The GCl also takes into account that some countries 

are "in transition" between stages. For these countries, 

the weights change smoothly as a country develops, 

reflecting the smooth transition from one stage of devel

opment to another. By introducing this type of transition 

between stages into the model-that is, by placing 

increasingly more weight on those areas that are becom

ing more important for the country's competitiveness as 

the country develops-the Index can gradually "penalize" 

those countries that are not preparing for the next stage 

and "reward" those that are doing so. The classification 
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Table 2: List of selected countries in each stage of development 

Slage 1 Transition 'rom 110 2 Stage 2 Transition ' rom 2 10 3 

Angola Algeria Brazil Barbados 

Bangladesh Bosnia and Herzegovina Bulgaria Czech Republic 

Benin Botswana Chile Estonia 

Bolivia Colombia Costa Rica Hungary 

Burkina Faso Ecuador Croatia Korea, Rep. 

Burundi EI Salvador Kazakhstan Malta 

Cambodia Jordan latvia Trinidad and Tobago 

Cameroon Ubya lithuania 

Chad Macedonia, FYR Malaysia 

China Namibia Mauritius 
Egypt Peru Mexico 

EllliDpia Thailand Poland 

Gambia Tunisia Romania 

Georgia Venezuela Russian Federation 

Guatemala Slovak Republic 

India South Africa 
Indonesia Turkey 

Kenya Uruguay 

Lesolllo 
Madagascar 

Malawi 
Mali 
Mauritania 
Moldova 
Mongolia 

Morocco 
Moambique 
Nepal 

Nigeria 
Pakistan 
Philippines 

Sri lanka 
Tanzania 
Uga.da 
Ukraine 

Vietnam 
Zambia 
Zimllabwe 

of countries into stages of development is shown in 

Table 2. Appendix A describes the exact composition of 

the GCI, and Appendix B provides further technical 

details on its construction. 

Table 2 shows the allocation ofAfrican countries 

into the different stages of development. The table shows 

that all of the 29 countries in Africa analyzed in this 

chapter, shown in bold, are categorized in or between 

the first two stages-none has yet reached the innova

tion stage. Specifically, 22 African countries are in stage 

1, 5 are in transition between stages 1 and 2, and only 2 

countries-Mauritius and South Africa-have reached 

stage 2. 

The Gel calculations in this Report have been 

updated since the Global Competitiveness Report 

2006-2007. Specifically, three Arab world countries 

have been added to the sample, including one African 

country, Libya, which appears in our work this year for 

the first time. Further, a number of the hard data vari-

Stage 3 

Australia 
Austria 
Canada 
Cyprus 

Denmark 
Finland 
France 

Germany 

Greece 
Hong Kong SAR 

Ireland 
Italy 

Japan 
Netherlands 

Norway 

Singapore 

Spain 
Sweden 

Switzerland 
United Arab Emirates 

United Kingdom 

United States 

abIes included in the Index, particularly those related to 

technology, have been updated. All of the data included in 

the calculation are provided in the Competitiveness 

Profiles of Part 2 of this Report. 

Measuring Africa's competitiveness: The international 
context 

This section will assess the performance of individual 

African countries, as well as the overall competitiveness 

of Africa as a region, compared with international stan

dards. Table 3 shows the rankings and scores of the 29 

African countries covered in the 2007 GCI out of all 

128 countries covered. The table also shows their rank

ings in 2005 for comparison. To put the analysis into a 

global context, we also include a number of comparator 

economies. These include the averages of two relevant 

developing regions-Latin America and Southeast 

Asia~as well as the ranks and scores of the four rapidly 
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0 Table 3: Global Competitiveness Index. 2007 and 2005 
co comparisons..c 
0 

~ GCI2007 GCI2005 
co Country/Region Rank' Score Rank'· c: 
U') 
U') 

Tunisia 29 4.72 37 
OJ 
c: Indie 42 4.47 45 

> 
OJ 

South Africa 46 4.42 40 

~ 

~ Chine 55 4.25 48 
OJ 
0.. Southeast Asia average 4.25 
E 
0 Mauritius 58 4.22 55 

u 
.U') Russian Federation 61 4.13 53 
co 
u Egypt 65 4.09 52 .;:: 

Brazil 67 4.08 57 ~ 
C> LaIiA Alllerlca • Cui.... lVWllle 4JI7 
c: 
U') Morocco 72 4.02 76 
U') 

OJ Ubya 73 4.00 
U') 
U') Algeria 76 3.98 82« 

Botswana 83 3.83 72 
Namibia 88 3.76 79 
Kenya 97 3.81 93 
Nigeria 102 3.49 83 
Gambia 104 3.45 109 
Benin 107 3.41 106 
Tanzania 108 3.40 105 
Cameroon 111 3.32 
Madagascar 113 3.29 107 
Lesotho 115 3.24 
U anda 116 3.21 103 

117 3.21 

Burkina Faso 119 3.10 
Malawi 120 3.09 114 

8 
Zimbabwe 
Mali 

121 
122 

3.07 
3.04 

110 
115 

Ethiopia 123 3.00 116 
Mozambique 124 2.97 112 
Chad 126 2.64 117 

Bur di 127 2.62 
Angola 128 2.50 

·Out of 128 economies; •• Out of 117 economies 
Note: All averages are weighted by population. 

developing and large "BRIC" countries (Brazil, Russia, 
India, and China) . 

As the table shows, of all the countries covered 

Tunisia is the strongest performer, ranked alllong the top 

30 of all countries included in the Index. Tunisia also 

outperforms all other comparator economies shown in 

the table. Within Africa, Tunisia is followed by South 

Africa and Mauritius, ranked 46th and 58th, respectively. 

A bit farther down in the rankings are the other North 

African countries, namely Egypt, Morocco, Libya, and 

Algeria, ranked 65th, nnd, 73rd, and 76th, respectively. 

All other countries ranked below Algeria are from the 

sub-Saharan region, with Botswana, Namibia, and Kenya 

as the only three other countries within the top 100 

countries ranked. All of the other 19 countries from 

sub-Saharan Africa rank among the 27 weakest per

formers occupying ranks of 102 or lower. 

Tables 4 through 7 provide more details behind 

what is driving the overaIl ranks and scores shown in 

Table 3. North Africa and sub-Saharan Africa have radi

cally different competitive performances, as shown by 

the averages in Table 4. Specifically, North Africa out

performs the average of the other countries on the con

tinent in all three subindexes measured by the Index, as 

well as all nine pillars. The largest gaps can be found in 

the areas of health and primary education, higher edu

cation and training, infrastructure, and the macroeco

nomic environment. The smallest gaps are in market 

efficiency, technological readiness, and innovation. 

The gaps between the north and south of the con

tinent are echoed in many of the comparisons with the 

other regions and selected countries shown in the tables . 

Sub-Saharan Africa is, on average, outperformed by all 

comparators in seven out of the nine pillars: namely, 

infrastructure, health and primary education, higher 

education and training, market efficiency, technological 

readiness, business sophistication, and innovation . Again , 

the largest performance gaps relative to the comparators 

are in infrastructure, health and primary education, and 

higher education and training. However, we note that, 

on average, sub-Saharan Africa outperforms a few coun

tries in the remaining two pillars . This includes Russia, 

China, and, narrowly, Brazil with regard to the quality of 

the institutional environment, and Brazil with regard to 

macroeconomic stability. Yet overall, it is clear that sub

Saharan Africa's competitive performance trails well 

behind that of other developing countries and regions. 

By contrast, Table 5 shows that North Africa on 

average matches up quite well to many of the compara

tors shown across a number of areas. For example, 

North Africa outperforms all comparators except for 

India in the area of institutions. Its infrastructure is 

assessed as more developed than all comparators except 

for Russia and China (with scores very close to the 

North African average). The region's macroeconomic 

environment is more stable than in all comparators 

except China, Russia, and the Southeast Asia average. 

With regard to health and primary education, North 

Africa scores higher than India, Russia, Latin America, 

and Southeast Asia, and is on a par with China. In other 

words, North Africa performs well compared with the 

other economies shown in the tables in the more basic 

areas measured by the Index. 

The competitive landscape in North Africa and 

sub-Saharan Africa get closer to each other once we 

move beyond the basic factors. Tables 6 and 7 show 

their comparative performance in more complex factors, 

such as technological readiness, market efficiency, inno

vation, and so forth, where North Africa performs more 

modestly. In fact, for most of the fIve pillars captured 

under the efficiency enhancers, innovation, and sophisti

cation factors subindexes, North Africa and sub-Saharan 

Africa alike receive the worst assessments of all countries 

and regions shown in the tables. This is true for market 

efficiency, technological readiness, business sophistication, 

and innovation. Only in the area bf higher education 

and training does North Africa very slightly outperform 

another comparator---China-but by a negligible margin. 
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Table 4: The Global Competitiveness Index 2007: Africa and comparators a 
U 

eo 
SUBINDEXES ..0 

a 
OVERAll INDEX Basic reguirements Efficiency enhance IS Innovation faClors <.!J 

Country/Region Rank Score Rank Score Rank Score Ra nk Score eo 
c 

NORTH AFRICA 
(I) 

CIJ 
Q) 

AI eria 76 3.98 44 4.91 92 3.30 92 3.22 c 
III 

Egypt 65 4.09 64 4.55 75 3.63 65 3.63 > 
:e 

libya 73 4.00 45 4.67 95 3.25 97 3.16 a; 
Morocco 72 4.02 70 4.45 77 3.60 73 3.54 

Co 
E 

Tunisia 29 4.72 33 5.27 40 4.34 28 4.42 0 
u 

North Africa average 4.09 4.67 3.58 3.56 (I) 

eo 
u 

SUB-SAHARAN AFRICA :;r 
ola 128 2.48 126 2.51 126 2.52 0> 

C 

Benin 107 3.41 106 3.74 107 3.04 90 3.23 (I) 
(I) 

Botswana 3.63 82 4.30 80 3.54 98 3.15 
III 
(I) 
(I) 

Burkina Faso 119 3.10 124 3.17 112 2.96 86 3.27 « 
Burundi 127 2.62 127 2.73 127 2.46 121 2.68 
Cameroon 111 3.32 106 3.71 117 2.91 104 3.05 
Chad 126 2.64 126 2.90 128 2.35 125 2.53 
Ethiopia 123 3.00 118 3.31 123 2.69 119 2.72 
Gambia 104 3.45 105 3.84 103 3.11 115 2.89 
Kenya 97 3.61 109 3.70 63 59 3.73 
Lesotho 115 3.24 107 3.72 122 123 2.59 
Madagascar 113 3.29 114 3.60 116 2.92 91 3.23 
Malawi 120 3.09 119 3.30 119 2.87 112 2.93 
Mali 122 3.04 123 3.19 121 2.63 96 3.17 
Mauritania 118 3.18 117 3.41 113 2.94 108 2.98 
Mauritius 58 4.22 50 4.74 3.88 47 
Mozambique 124 122 3.25 2.63 1 8 
Namibia 88 3.76 72 4.44 93 3.29 88 3.25 
Nigeria 102 3.49 113 3.60 90 3.33 69 3.60 
South Africa 46 4.42 57 4.66 45 4.24 29 4.35 
Tanzania 108 3.40 115 3.56 96 3.17 77 3.49 
Uganda 116 3.21 121 3.27 100 3.12 83 3.30 
Zambia 117 3.21 116 3.52 109 3.01 127 2.43 
Zimbabwe 121 3.07 125 3.09 108 3.03 94 3.18 
Sub-Saharan Africa average 3.29 3.55 3.05 3.12 

BRICs 

BraZil 
China 

India 
Russian Federation 

67 
55 
42 
61 

4.08 
4.25 

4.13 

88 
47 
63 
68 

4.23 
4.82 

4.56 
4.49 

58 
72 
41 
59 

3.96 
3.66 
4.33 
3.96 

38 
57 
26 
72 

4.09 
3.75 
4.60 
3.55 

Latin America and Caribbean average 4.07 4.41 3.63 3.75 
Southeast Asia average 4.25 4.53 4.01 3.90 

Note: All averages are weighted by population. 

Although North Africa has made relative progress 

in some basic areas of competitiveness, much remains to 

be achieved in Africa as a whole in order to achieve 

higher rates of growth, create jobs, and boost income. 

O f course, the aggregate analysis of this section 

masks a great deal of the diversity among individual 

country performances within the region in the various 

pillars. Table 8 shows the rankings of Afri can countries 

in the nine pillars of the Index, highlighting the three 

best performers in each case. The table shows that 

Tunisia is one of the top three performers ill all of the 

pillars, while South Africa is one of the top performers 

in six of them and Mauritius in five, mirror ing these 

countries' positions at the top of the overall rankings. 

The table also reveals notable comparative strengths in 

severa l other African countries in specific areas. 

Tunisia, South Africa, and Botswana have strong 

institutional environments (ranked 26th , 31st, and 38th, 

respectively), on a par with countries such as Chile, 

Estonia, and Spain. These countries have common 

strengths such as independent judiciaries, efficient gov

ernment spending, and relatively low levels of corruption, 

leading to public trust in politicians. Private institutions 

are also positively assessed, including corporate ethics 

and aspects o f corporate governance. O ther countries in 

the top half of the rankings are Mauritius (43rd) , 

N amibia (49th), Egypt (50th) , Zambia (56th), and 

Gambia (57th) , with rankings similar to countries such 

9 
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Country/Region 

Basic requirements 

Rank Score 

1. Inslilutions 

Rank Score 

2. Inlrastructure 

Rank Score 

3. Macroeconomy 

Rllnk Score 

4. Heallfland 
primary education 

Rank Score 

NORTH AFRICA 

Algeria 44 4.91 65 3.95 80 2.93 2 6.19 46 6.56 
Egypt 64 4.55 50 4.21 56 3.74 111 3.75 51 6.51 
Ubya 45 4.87 75 3.81 100 2.46 1 6.95 81 6.26 
Morocco 70 4.45 68 3.89 61 3.58 81 4.24 89 6.07 

Tunisia 33 5.27 26 5.06 37 4.42 39 4.91 33 6.69 
North Alrica avera e 4.67 4.13 3.53 4.57 6.44 

SUB-SAHARAN AfRICA 
-an~~~la~______________~1228~__ 2.~ 

Benin 106 3.74 

Botswana 82 4.30 

Burkina Faso 124 3.17 

Burundi 127 2.73 

Cameroon 108 3.71 

Chad 126 2.90 

Ethiopia 118 3.31 

Gambia 105 3.84 

Kenya 109 3.70 

lesotho 107 3.72 

Madagascar 114 3.60 

Malawi 119 3.30 

Mali 123 3.19 

Mauritania 117 3.41 

Mauritius 50 4.74 

Mozambique 122 3.25 

~~~ 72 ~44 

Nigeria 113 3.60 

South Africa 57 4.66 
Tanzania _____________ 115 3.56 

Uganda 121 3.27 

Zambia 116 3.52 

Zimbabwe 125 3.09 

___I__~I~.~~3~.O~__~__~11~6 __~'~O~7__~__~I26~~~2.~~____~I~~~~2.~~~~ 

87 3.57 117 2.06 95 4.04 104 5.29 

38 4.53 67 3.38 41 4.85 115 4.42 

67 3.92 113 2.15 119 3.37 127 3.24 

115 3.20 126 1.71 125 2.51 1~ 3.50 

120 3.11 124 1.93 42 4.83 4.96 

128 2.66 128 1.43 110 3.76 3.74 

91 3.55 105 2.34 98 3.98 124 3.39 

57 4.11 97 2.62 108 3.n 110 4.85 

92 3.55 89 2.75 102 3.91 113 4.59 

89 3.56 121 2.00 54 4.64 112 4.69 

98 3.43 119 2.03 118 3.39 103 5.53 

66 3.94 118 2.06 127 231 109 4.89 

71 3.84 115 2.09 116 3.48 125 3.34 

72 3.83 114 2.10 123 2.82 108 4.91 

43 4.40 42 4.21 107 3.79 44 6.58 

112 3.25 102 241 115 3.50 120 3.85 

49 4.23 45 4.16 45 4.79 114 4.58 

93 3.53 108 2.26 57 4.62 119 3.98 
31 4.79 50 4.04 48 4.74 106 5.07 

64 3.95 96 2.65 103 3.88 121 3.76 

103 3.38 122 1.99 69 4.42 126 3.29 

56 4.11 90 2.75 122 3.07 118 4.17 

101 3.39 101 2.44 128 2.20 116 4.32 

Sub-Saharan Africa avera e 3.55 3.65 2.45 4.00 4.04 

BRICs 
Brazil 
China 

India 
Russian Federation 

88 
47 
63 
68 

4.23 

4.82 

4.56 
4.49 

85 

96 

33 

119 

3.63 
3.51 

4.71 

3.16 

72 

60 
63 
62 

3.32 
3.62 

3.51 
3.57 

117 

8 
91 

35 

3.42 

5.72 

4.12 

4.95 

~ 

56 

96 
78 

6.54 

6.44 

5.90 

6.29 

Latin America and Caribbean avera e 4.41 3.69 3.25 uo 6.51 
Southeast Asia average 4.53 4.08 3.12 4.61 6.30 

Note: All averages are weighted by population. 

as Costa Rica, Hungary, and Korea. Representing both 

North and sub-Saharan Africa, with relatively strong 

institutions by international standards, these countries 

provide examples for other countries in the region 

wishing to improve their institutional environments. 

This is particularly important given that, among the 29 

countries shown in the table, 13 are in the bottom third 

of all countries covered, pointing to the regional 

improvements needed in this area. 

With regard to infrastructure, Tunisia, Mauritius, and 

Namibia are the three best-performing countries, ranked 

37th, 42nd, and 45th, respectively-they are better 

assessed than some European countries, including Italy 

and Po'land. Particularly high ranked are the quality of 

their ports, the quality of railroads (in Tunisia and 

Namibia), and the electricity supply (particularly in 

Tunisia and Mauritius). The main weakness in all three 

countries is the low telephone line penetration rate (a 

weakness of decreasing importance given the rapid rise 

of mobile phone penetration). Yet, despite these few rel

atively strong cases, the only other countries assessed 

within the top half of all 128 countries are South Africa, 

Egypt, and Morocco (ranked 50th, 56th, and 61st). All 

other countries are ranked 80th or lower, with more 

than half of the countries ranked below 100th place. 

This emphasizes the importance of upgrading infra

structure on the continent to improve competitiveness. 
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Table 6: The Global Competitiveness Index 2007: Efficiency enhancers o 
U 

ro 
.0 
£ 

Efficiency enhancers 5. Higher education and training 6. Market efficiency 7. Technological readiness (!J 

Country/Aegion Rank Score Rank Score Ra nk Score Rank Sc ore co 
c 

NORTHAfRICA 
AI eria 92 3.30 86 3.46 
Egypt 75 3.63 77 3.73 
Ubya 95 3.25 73 3.88 
Morocco 77 3.60 87 3.45 
Tunisia 40 4.34 36 4.72 

97 3.67 
66 4.15 

___---'1""21'---'3.39 

en 
en 
Q) 

93 2.75 C 
Q) 

>80 3.01 '';::; 
'';::;

115 2.48 Q) 

a. 
75 4.07 70 3.27 E 
36 4.65 47 3.65 u 

o 

en3.69 4.03 3.03North Africa avera e 3.58 co 

SUB·SAHARAN AfRICA 
Angola 
Benin 

Botswana 
Burkina Faso 
Burundi 
Cameroon 

Chad 
Ethiopia 

Gambia 
Kenya 
lesotho 
Madagascar 
Malawi 
Mali 
Mauritania 
Mauritius 
Mozambique 
Namibia 
Nigeria 
South Africa 
Tanzania 
Uganda 
Zamb.. 
Zimbabwe 

126 2.51 128 1.92 
107 3.04 104 2.96 

89 3.4180 3.54 
119 2.51112 2.96 

127 2.46 126 2.16 
106 2.85117 2.91 

128 2.35 127 1.99 
123 2.69 123 2.39 

103 3 2.81 
83 3.47 90 3.41 

122 2.81 118 2.52 
116 2.92 116 2.55 

119 2.87 122 2.46 
121 2.83 121 2.48 
113 2.94 124 2.33 
62 3.88 69 3.94 

124 2.63 125 2.30 
108 2.8293 3.29 

3.33 103 3.04 
45 4.24 56 4.17 

96 3.17 115 2.56 
100 3.12 110 2.78 
109 3.01 120 2.48 

99 3.10108 3.03 

u 

~ 
0)

123 3.37 124 2.25 c 
en

96 3.68 114 2.48 en 
Q) 
en61 4.20 81 3.00 en 

<{89 3.81 106 2.57 
126 3.28 ----=128 1.96 

117 3.45 116 2.43 

127 3.07 127 1.99 
119 3.41 123 2.26 
88 3.82 94 2.70 
73 4.10 83 2.91 

120 3.41 112 _ ....2"".500=-_.... 
100 3.63 103 2.59 
91 3.77 121 2.38 

104 3.62 119 2.40 
103 3.62 ----- 85 2.88 

70 4.11 54 3.58 
125 3.32 122 2.28 
80 4.00 79 3.04 

71 4.10 90 2.85 
34 4.68 44 3.87 11 
76 4.07 87 2.87 
85 3.90 97 2.68 

86 3.87 96 2.68 
115 3.48 110 2.51 

2.84 3.86 2.71Sub· Saharan Africa avera e 3.05 

BRICs 
Brazil 
China 
India 

58 3.96 61 4.10 
79 3.6872 3.66 

41 4.33 49 4.35 
43 4.44Russian Federation 59 3.96 

59 4.21 53 3.58 
55 4.23 78 3.08 
_2~0__ 5.09 5& 3.56 

60 4.20 72 3.25 

latin America and Caribbean avera e 3.83 3.92 4.13 3.42 
4.09 4.64 3.30Southeast Asia average 4.01 

Note: All averages are weighted by population. 

The mac roeconomic environment presents an 

interesting case, as Africa is home to both the strongest 

and weakest performances in this area. Table 8 shows 

that the two best-rated countries out of all countries in 

the region are Libya and Algeria-two countries that 

have benefIted from windfall oil revenues that have sig

nifIcantly improved their public fInances. These coun

tri es have high government budget surpluses, manage

able debt, high national savings rates, and at the same 

time they have managed to keep inflation ra tes low. The 

third highest ranked country is Tunisia (39th) , an oil 

importer, w hich has also managed to tame inflation and 

has reasonably balanced public fInances. A number of 

other countries have satisfactory assessments in this area, 

such as Botswana (41st), Cameroon (42nd), Namibia 

(45th) , and South Africa (48th), all ranked among the 

top 50 countries. On the other hand, the macroeco

nomic environment of most countries is assessed as very 

weak, with 18 of the 29 African countries ranked 

among the bottom third. In particular we see that 

Zambia, Mauritania, Burundi, Angola, Malawi , and 

Zimbabwe round out the bottom of all countries 

assessed, joined only by Guyana from outside the region 

(124th). Box 1 looks at recent macroeconomic trends in 

Africa . Although much clearly remains to be done to 

foster a more stable economic environment in many 

countries of the region , the box describes how the over

all picture has been improving in recent years. 
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Table 7: The Global Competitiveness Index 2007: Innovation and sophistication factors 
co 


a 

(!:J 	 Innovation factors 
co Country/Region 	 Rank Score e 

'" NORTH AFRICA'"Q) 

e 
Q) Algeria 92 3.22 

.::: Egypt 65 3.63 
a; Ubya !J1 3.16 
~ 

a. 
Morocco 73 3.54 

u 
a Tunisia 28 4.42 

North Africa avera e 3.56 

E 

'" co 
u.;:: 

~ 	 SUB-SAHARAN AFRICA 
OJ 
c: 126 2.52 

'" Benin 90 3.23 

Q) '" 

Botswana 	 98 3.15'" '" <t Burkina Faso 	 86 3.27 
'""-: 	 Burundi 121 2.66 

Cameroon 104 3.05 

Chad 125 2.53 
Ethiopia 119 2.72 

Gambia 115 2.89 
Kenya 59 3.73 

lesotho 123 2.59 
Madagascar 91 3.23 
Malawi 112 2.93 
Mali 96 3.17 
Mauritania 108 2.98 
Mauritius 47 3.84 

Mozambique 118 2.86 
Namibia 88 3.25 
Nigeria 69 3.60 

12 South Africa 29 4.35 

Tanzania 77 3.49 
Uganda 83 3.30 

mbj 
Zimbabwe 
Sub-Saharan Africa avera e 

94 3.18 

3.12 

BRICs 

Brazil 
China 
India 
Russian Federation 

38 
57 
26 
72 

4.09 
3.75 

4.60 
3.55 

Latin America/Caribbean avera 
Southeast Asia average 

e 3.75 
3.90 

Note: All averages are weighted by population. 

Given the importance of basic factors such as pri 

mary education and the health of the workforce, the 

results in this pillar for the countries of Africa are dis

concerting. Table 8 shows that the three countries best 

8. Business soehistication 9. Innovation 

Rank Score Rank Score 

106 3.36 77 3.09 
57 4.22 83 3.04 

88 3.57 98 2.75 
80 3.82 61 3.26 

31 4.80 27 4.05 
3.97 	 3.15 

126 2.74 124 2.30 
87 3.58 91 2.87 

98 3.43 92 2.87 
101 3.40 70 3.14 

120 3.01 122 2.32 
104 3.37 100 2.73 

124 2.81 125 2.26 
123 2.94 117 2.50 

109 3.30 118 2.48 

68 4.04 48 3.42 

125 2.80 120 2.37 
102 3.39 78 3.07 

116 3.16 106 2.70 
110 3.29 81 3.04 

105 3.36 111 2.60 
44 4.44 65 3.23 

117 3.13 113 2.58 
85 3.60 89 2.91 

75 3.87 52 3.33 
32 4.79 29 3.92 

83 3.68 3.30 
73 3.11 

21 2.35 
92 3.50 94 2.86 

3.57 3.05 

38 
65 

25 
79 

4.61 
4.05 

5.06 
3.83 

38 
46 
26 
59 

3.56 
3.44 

4.14 
3.28 

4.26 
4.33 

3.25 
3.48 

indicators; high prevalence rates of diseases such as 

malaria, tuberculosis, and HIV/ AIDS; and low primary 

enrollment rates by international standards, 22 of the 25 

lowest~ranked countries are from sub-Saharan Africa, 

assessed in this area are Tunisia (33rd), Mauritius (44th), and countries from the region fill out all 11 lowest 

and Algeria (46th). These countries have attained rela ranks. Further, many African countries have experienced' 

tively high rates of primary enrollment and have health a significant deterioration in this area on a comparative 

indicators that compare well with the rest ofAfrica, and basis in recent decades, as described in Box 2. It is clear 

are on a par with economies such as Estonia and Hong that improving these aspects of the human resources 

Kong. They are joined in the top half of the rankings by base requires urgent attention to bring the region up to 

Egypt (51st). Only Libya out of the 25 remaining coun higher levels of competitiveness. 

tries is ranked in the top two thirds. With weak health 
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Table 8: Top three African performers in each pillar of the Gel 0 
U 

co 

1. Institutions 2. 1.I'BSltuctu..e 1 tia:lIIICGID'¥ 

4. H ••lth 
and p,imary 
education 

S. Higher 
edueBlion 

and nining 
6. Matlcat 
efficiency 

7. Tachnologieal 
readiness 

8. 8usines. 
lophillie.tion 9. InnoVltion 

..cJ 

~ 
c.!J 
co 

Country Rank Rank Rank Rank Ra nk Rank Rank Ra nk Rs nk c: 
en 

Algeria 

Angola 
65 

123 
80 

116 
2 

126 
46 

128 
86 

128 
97 

123 
93 

124 
106 
126 

77 
124 

en 
Q) 

c: 
Q) 

> 
Benin 
Botswana 
Burkina Faso 
Burundi 

87 
36 

67 
115 

117 

67 
113 
126 

95 
41 

119 
125 

104 
115 
127 
123 

104 
89 

119 
126 

96 
61 
89 

126 

114 

81 
106I. 

87 
98 

101 
120 

91 
92 

70 
122 

.
a; 
Cl. 

E 
0 

u 

Cameroon 120 124 42 107 106 117 116 104 100 ' ",'" 
Chad 128 128 110 122 127 127 127 124 125 . ~ 

Egypt 50 56 111 51 77 66 80 57 83 :::r 
Ethiopia 91 105 98 124 123 1 9 123 123 117 

en 
c: 

Gambia 57 97 108 110 109 88 94 109 118 en 
en 

Kenya 92 89 1();l 113 90 73 68 48 
OJ 

'" '" Lesotho 89 121 54 112 118 120 112 125 120 « 
Ubya 75 100 81 73 121 115 88 98 ~ 

Madagascar 98 119 118 103 116 100 103 102 78 
Malawi 66 118 127 109 122 91 121 116 106 
Mali 71 115 116 125 121 104 119 110 81 
Maurilania 72 114 123 108 124 103 Ii 105 111 
Maurilius 43 42 107 44 69 70 54 44 65 
Morocco 68 61 81 89 87 75 111 80 61 
Mozambique 112 102 115 120 125 122 117 113 
Namibia 49 45 45 80 79 89 
Nigeria 93 108 57 119 103 71 90 75 52 

South Africa 31 50 48 106 5& 44 32 29 
Tanzania 64 96 103 121 115 76 87 83 56 
Tunisia 26 :JI 39 33 36 36 G 31 27 
Uganda 103 122 69 126 110 85 97 93 73 
Zambia 56 90 122 118 120 86 96 128 121 
Zimbabwe 101 101 128 116 99 115 110 92 94 13 

Global leader Finland Germany Libya Jaean Finland Hong Kong Sweden Germany Jaean 

The quantity and quality of higher education and 

training becomes increasingly important for countries 

aiming to improve the efficiency of their business envi

ronments. In Africa , with the exception ofTunisia (36th) 

and to a certain extent South Africa (56th), the assess

ment is quite bleak. The third best assessed country is 

Mauritius, at a low 69th rank overall . Except for a couple 

of North African countri es (Egypt and Libya), all other 
countries are ranked in the bottom third of all 128 
co untries . Enrollment rates at the secondary and tertiary 

levels thro ughout the region remain low, educational 

systems suffer from poor quality, and in many countries 

companies are no t providing on-the-job training to 

compensate for these weaknesses. Upgrading educational 
systems, ensuring higher enrollment levels, and inculcat

ing a stronger culture of training will be important for 

Africa as it continues on its path of development. 

The efficiency of markets for goods and services, 

labor, and financia l interactions are also important for 

ensuring the proper allocation of resources across the 

economy. In Africa, two countries are evaluated as hav

ing effi cient markets: South Africa (34th) and Tunisia 

(36th), comparing well with countries such as Belgium 

and Spain. South Africa is particularly well assessed for 

the efficiency of its goods markets (17th) and financial 

markets (27th), despite significant stickiness in its labor 

markets. Tunisia, on the other hand, has quite efficient 

and flexible labor markets (30th) and well functioning 

goods markets (32nd), although its fin ancial markets are 

less developed (45th). There are a number of additional 

success stories. For example, Zambia's labor markets are 

rated very positively (26th) , ahead of all other countries 

in the region, and Mauritius' financial market sophistica
tion is second only to South Africa 's on the continent 

(38th). However, as indicated by the overall ranking 

shown in Table 8, market inefficiencies abo und within 

most other countries in the region. The greatest weak

nesses are in the areas of goods and financial market effi
ciency, where the large majority of African countries are 

ranked in the bottom third of all countries, with several 

all the way at the bottom. 

Technology is an important productivity enhancer, 

especially for those countries aiming to move up the 

value chain . As Table 8 shows, Africa as a whole is not 

harnessing these tools sufficiently. The three best-ranked 

countries from Africa-South Africa, Tunisia, and Mauritius 

- all receive mediocre assessments in technological 

readiness (ranked 44th , 47th, and 54th respectively), 
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Box 1: An improving macroeconomic landscape 

Macroeconomic stability constitutes a key element of national 
competitiveness. It is extremely difficult for businesses to make 
informed decisions when inflation is spiraling out of control or 
when large government budget deficits lead to the misalloca
tion of resources and drive up the cost of capital. When the 
repayment of government debt is devouring a major portion of a 
country's resources, those resources cannot be allocated effec
tively. Often, where debt servicing costs are high, governments 
must curtail public investment or, worse, vital spending on edu
cation and public health, which erodes the competitive potential 
of the country. 

The rankings in the macroeconomy pillar in this chapter 
demonstrate that many African countries are facing obstacles 
in these areas. However, a look at macroeconomic trends 
shows that in recent years African countries have come a long 
way toward improving their macroeconomic stability. This has 
been in part due to windfall revenues in the oil-producing coun
tries, but it has also been the outcome of more coherent policy
making in many countries, further supported, in some cases, by 
increased aid flows and debt relief. Improvements have been 
both fiscal and monetary, concerning both government finance 
(budget balances and debt) and the curtailing of inflation. 

To start with, there has been an overall improvement in 
public finances in most African countries over the past few 
years. Figure 1shows average trends in the budget balance 
within the countries covered in this chapter. The figure shows 
the regional average, as well as those of the oil exporting and 
importing countries. On average the trend has been positive for 
the past three years for all countries. This is particularly striking 
for the oil exporters, which have seen an explosion in budget 
surpluses (due to windfall oil profits). Of course, it will be impor
tant for these countries to use the gains from the present boom 
to lay the basis for sustained economic growth, investing in crit
ical areas such as improved infrastructure, health, and human 
resource development In that respect, it is notable that some 
oil-exporting countries have made efforts to improve the trans
parency of their petroleum-sector operations and introduce fis
cal rules for the use of oil revenue (although there has been 
some backtracking which is worrisome, such as in the case of 
Chad). 

Figure 1: Government budget balance (2000-05) for 
AfrIcan countries 

15 

10 

o Oil exporte,. 

o Oil importers (e xc luding Zimbabwe) 

• All cou ntries 

-10 
2000 2001 2002 2003 2004 2005 

Source: African Development Bank. 2006; IMF Country Reports. 

The figure also shows that while the oil importers on the 
continent are on average still running deficits, these deficits 
have been shrinking since 2003. The IMF expects the fiscal 
position in these countries to continue to improve despite 
increased expenditures to meet the Millennium Development 
Goals. Expenditures are being financed by efforts to increase 
domestic revenue, as well as debt relief.' 

As is well known, debt levels have also declined signifi
cantly throughout the continent over the last decade, in great 
part attributable to debt relief initiatives. Table 1shows the 
extent of this decline, comparing the external debt (as a per
centage of GOP) between the period 1995-2004 and 2005, on 
average, for the 29 economies analyzed in this chapter. As the 
table shows, external debt has come down by close to 30 per
cent in the region, placing most countries on a more stable eco
nomic footing. Only five countries (Burundi, Gambia, Malawi, 
Namibia, and Zimbabwe) saw increases in this measure of 
external debt over the period. 

Table 1. ExhImaI government debt as • pen:entage 
ofGDP 

Subreolon 1B-Z1X14 2005 

Africa 77.0 55.6 
North Africa 44.0 30.1 
Sub-Saharan Africa 83.9 60.9 

Source: African Development Bank, 2006. 

Besides better fiscal management, a variety of initiatives have 
contributed to these improvements in the public finances. After 
declining significantly throughout much of the 1990s, aid levels 
worldwide have increased in recent years, with Africa as the 
largest beneficiary. The launch of NEPAD, the Monterrey con
sensus on financing for development in 2002, the implementa
tion of the Heavily Indebted Poor Countries (HIPC) initiative, and 
the commitments made at the G8 Gleneagles summit have all 
played important roles in increasing flows of development 
finance to Africa.2 

Turning to monetary policy, there has also been signifi
cantly better overall control of inflation, as shown in Figure 2. 
As the figure shows, inflation has been steadily coming down in 
Africa (excluding Zimbabwe) since 2000 to historically low lev
els despite increasing oil prices. The figure shows that this is 
the case for both the oil exporters as well as the oil importers, 
although it is most striking for the exporters. Although inflation 
in Africa remains somewhat high by international standards at 
over 6 percent in 2006, given that, in 1996, 13 of the 29 countries 
covered had at least double-digit inflation (and in many cases 
significantly higher), present levels are remarkably low. In 
reducing inflation, the region has profited from low inflation 
worldwide, a weaker dollar, and generally prudent monetary 
policies.3 

(cant'd,) 
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Box 1: An improving macroeconomic landscape (cont'd.J 

Figure 2: Infilltion in Afric8 (2OOHI6) 
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While much remains to be achieved, the overall sense is one of 
cautious optimism for the outlook for macroeconomic stability 
in Africa. Nonetheless, given the potentially temporary nature of 
the recent increased inflows of aid and the surge in debt relief, 
it is more urgent than ever for African countries to use the pres
ent positive environmentto solidify the fiscal and monetary 
improvements already underway. 

1 IMF's Regionat Economic Outlook for Sub-Saharan Africa, availabla at 
http://www.imf.org/externaVpubslft/ra0/2OO61ENGlO2Isreo0908.pdf. 

2 Summary of the OECO's African EconOlflic Outlook 2OtJ5I2()06, availabla at 
http://WWW.oecd.org/dataoacd/55114/38812403.pdf. 

3 From http://www.oacdobserver,org/naws/fullstory.phplaid/1618/ 
Africa%92s_aconomv:_Aid_and_groWIII_.html. 
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Box 2: Healtflaod basic education in lub-Saharan Africa: Increasing cause for conce 

Health and primary education represents one of the key pillars 
of competitiveness that. as explained in the text. is particularly 
important for increasing productivity for countries at earlier 
stages of development. A healthy workforce is critical to a 
country's competitiveness. Workers who are ill cannot function 
to their potential and will be less productive. Poor health signifi
cantly increases costs to business, with workers often absent 
or operating at lower levels of effiCiency. In countries strongly 
affected by the HIV/AIDS pandemic, which primarily affects the 
working-age population, the result is an additional cost to com
panies from a shortage of qualified workers brought about by 
increasing absenteeism and mortality. 

Also critical for national competitiveness is the basic liter
acy of the population, which is increasingly important in today's 
rapidly evolving economy. Basic education increases the effi
ciency of each individual worker, making the economy more 
productive. A workforce that has received little or no formal 
education can carry out only basic, often manual, work, making 
the transition to more advanced production processes and 
techniques more difficult. Lack of basic education can therefore 
make it difficult for firms and countries to move up the value 
chain by producing more sophisticated or higher-value-added 
products. 

The data show that, over the past decades, the human 
resources base-as measured by the health and basic educa
tion components of this pillar-has improved substantially in 
North Africa, as it has also in other developing regions. Sub
Saharan Africa, on the other hand, has been falling increasingly 
behind the rest of the world in both areas. 

Wrth regard to health, while other developing regions have 
seen significant improvements in recent years, in many coun
tries in sub-Saharan Africa there has been an actual deteriora

tion in the health of the population. This is illustrated by the 
declining life expectancy of the population overall in the region, 
as shown by Figure 1. The figure shows that while life 
expectancy has been increasing significantly since 1990 in Latin 
America, South Asia, and also North Africa, it has been declin
ing in sub-Saharan Africa to an average of just 46 years in 2004, 
due primarily to the HIV/AIDS pandemic that is ravaging the 
region. The rate of Hlv/AIDS infection in sub-Saharan Africa 
has increased greatly over the past decades, much faster than 
in other regions, peaking in the late 1990s and leveling off at an 
extremely high level.I And this is also the case with other com
municable diseases, the rates of which have been shown to be 
highly correlated with HIV. As shown in Table 1, tuberculosis 
rates have decreased significantly over the period in other 
regions, including North Africa, while more than doubling in 
sub-Saharan Africa over the same period. 

Another important health indICator included in this pillar is 
the rate of child mortality. Although coming down in sub
Saharan Africa, child mortality has been doing so much more 
slowly than other regions, as shown in Figure 2. In fact. in 1980 
sub-Saharan Africa had a child mortality rate similar to that of 
South Asia. But given the much more rapid improvements in the 
latter over the decades, by 2004 South Asia's numbers had 
improved substantially, approaching rates closer to those in 
Latin America and North Africa, where North Africa-in an 
opposite trend from sub-Saharan Africa-saw a significant 
improvement. falling rapidly enough over the period to match 
the Latin American rates in 2004. 

Improving this situation is clearly difficult because most 
Africans depend on public health services that have inadequate 
budgets, underinvestment in physical infrastructure, and insuffi
cient numbers of trained health-care providers. Yet the world is 
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Box 2: Health and buic education il ub-Sauran Africa: Increulng c .... for COIIC8fII (confd,) 

not standing by idly. Many international and national initiatives 
are aimed at improving the health of sub-Saharan Africa's citi
zens. These take a variety of approaches, such as exploring 
ways to stem the spread of communicable diseases, encourag
ing the development of drugs specific to the needs of Africans, 
increasing the rate of childhood immunization, and so forth.2 
Many regional and national efforts are also underway driven by 
national governments, NGOs, and regional organizations. 

Flour. 1: IJfe expectancy. birth (19I0-02004) 
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Source : World Bank. World Development Indicetors Online. 

Table 1: incidence of tuberculoeia (per 100.000 peopIel 

CountrY 1980 201M 

North Africa 55.6 46.7 

Sub-Saharan Africa 162.1 363.1 
latin America and Caribbean 102.6 63.6 

South Asia 179.9 177.2 

Source: World Bank, World Development Indlcetors Online. 

figure 2: Child mortality rate In Africa (1910-2004). 
per 1.000 live birth. 
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Another critical aspect of the quality of a country's human 
resources base is basic education, preparing the population 
with a minimum of basic skills. As Table 2 shows, primary edu
cation enrollment rates have been increasing significantly over 
the years in all developing regions shown. By 1994 North Africa 
had attained an average net primary enrollment rate of nearly 

94 percent. almost on a par with Latin America, a region known 
for its push to increase educational attainment in recent years. 
Importantly, sub-Saharan Africa has also seen an impressive 
improvement of more than 20 percentage points over the period, 
rising from 53 percent in 1991 to over 73 percent in 2004. This is 
an important achievement. yet rates remain significantly lower 
than in the rest of the world, demonstrating the gap that still 
remains to be closed. 

Teble 2: Net primary 8ChooI enrollment mes 

CaliIlbV 1981 1989 201M 

North Africa 83.7 87.3 93.9 

Sub-Saharan Africa 53.0 62.6 73.5 
latin America and Caribbean 85.5 92.8 94.7 

South Alia nil 82.2 87.1 

Source: World Bank. World Development Indlcetors Online. 

The primary enrollment figures are mirrored by literacy rates, 
which have risen significantly in all regions since 1990 but less 
quickly in sub-Saharan Africa, where more than 38 percent of 
the population are still illiterate. compared with 33 percent in 
North Africa and less than 10 percent in Latin America. 
Increasing formal primary enrollment and literacy in the region 
is a clear priority in improving its productive potential and com
petitiveness. This will certainly require increased investment in 
the education system. 

Educational spending. while increasing significantly or at 
least remaining flat in other developing regions. has actually 
declined in sub-Saharan Africa. falling to 3.7 percent in 2004. In 
fact, in 1990 sub-Saharan and North Africa spent similarly on 
education. which then rose significantly in the North. attaining a 
level comparable to that of France by 2004; during the same 
period it declined in the South. In the same way. although sub
Saharan Africa spent more on education as a percentage of 
GNI than both Latin America and South Asia in 1990, bv 2004 
Latin America was far outspending the region. and South Asia 
had just about caught up. 

In sum. North African countries on average have made 
great strides in improving the health and basic education of 
their workforce. Sub-Saharan African countries. on the other 
hand. while increasing educational attainment and literacy, 
have on average done so far more slowly than other developing 
regions. and many countries in the region have experienced a 
serious deterioration in many indicators related to the health of 
the population. This is perhaps the region's greatest priority 
area in improving its competitiveness going forward. a fact that 
is now clearly recognized by international institutions and 
national governments. Productivity on the continent simply can
not increase on a sustainable basis until the health and basic 
education of the population is ensured. 

1 Avert (an HIVlAlDS charity). Dtteils available at 
1mp:/Iwww.aver1.orgJaafrica.han. 

2 International eHorts include the GAVI Alliance; the Bill and Melinda Gates 
Foundation; and the Global Fund to Fight AIDS, Malaria and Tuberculosis, 
all of which focul on addressing various aspeclS of the health problem_ 
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Box 3: The recant Holution of Africa's competitivenus 

The Global Competitiveness Index (GCI) in its present form has 
been calculated only since 2005, and thus does not provide a 
long-term perspective on the evolution of the Africa's competi
tiveness landscape. However, the previous Growth Competitive
ness Index has been presented in the Globsl Competitiveness 
Reports since 2001, and thus provides a number of years of 
comparable results.' The Growth Competitiveness Index includes 
a subset of the factors Included in the GCI described in this 
chapter, focusing on three main issue areas: the quality of a 
given country's macroeconomic environment, the state of its 
public institutions, and the level of its technological readiness 
and innovative capacity. Results from the Index thus provide a 
sense of how Africa's competitiveness has evolved in these key 
areas since the beginning of the present decade. As the data 
show, a number of African countries have not improved their 
competitiveness over the period. 

The majority of the 29 African countries discussed in this 
chapter have been included in the competitiveness work of the 
World Economic Forum only for the past few years. However, 
eight of them have been included since 2002: these are 
Botswana, Mauritius, Morocco, Namibia, Nigeria, South Africa, 
Tunisia, and Zimbabwe. 2 An analysis of how their rankings have 
evolved over the time period allows us to analyze major trends 
in the competitiveness of each of the economies, using the 
information accumulated over the six-year period. Figure 1 
shows the rankings between 2002 and 2007 of the African 
countries included in the first year in a constant sample of 79 
countries, which makes the ranks comparable across time. 3 

We also show the average rank for all eight countries, which 
provides a sense of the average trend in terms of their 
competitiveness performance. 

The figure shows that the diversity of performances has 
been quite consistent since the beginning of the decade, with 
South Africa, Botswana, Tunisia, and Mauritius consistently out
performing the other countries on the continent. As the figure 
shows, Tunisia has been the strongest performer over most of 
theperiod, with South Africa and Botswana are also well assessed 
-each of the three was ranked first in the region for one of the 
six years. Overall competitiveness has been somewhat steady 
or improving in these three countries as well as in Mauritius, 
the next most competitive of the eight countries assessed. 

,...,. 1: Growth eomp.titiveneu Index renk for 
AtriAn countrl .. CZOO2~) 

- Botswana80 
~-~..-..... - Mauritius 

70 ...... Morocco- = 
- _. Namibia----------.... 

t 80 ~: ......!IIIII_oi'i- IIIii ..~---......._==~ ii.::.~.........~ .:. .:::;. -_. Nigeria 
& 50 .....~••:.:: ...... South Africa 

-- Tunisia 
40 -- Zimbabwe 

- Average
~~~-~-==-~-~---~-~-~---~--~=-==~-L---~-~ 2002 2004 2008 

Source: World Economic Forum, GIONI Compethiveness Reparrs, various 
years; author's calculations. 

For Namibia and Morocco. howevir, even in a constant sample 
competitiveness has been deterioNt!ng to some extent over the 
period. Nigeria has had a steady performance at a low level. The 
weakest performer has been Zimblbwe, which has been one of 
the lowest-ranked countries over ell of the years in question. 

The figure shows that, on average, the competitiveness 
performance of the eight countri8lTemained mediocre and flat 
or slightly deteriorating, not showtno an improvement in com
petitiveness since 2002. 

Tables " 2, and 3 provide the4etails driving these overall 
rankings. 

Table 1: Macroeoonomic environment pillar for AfrIca 

CoIIIIIIY 2002 21103 2004 2005 2008 

Botswana 27 28 38 31 33 
Mauritius 48 52 44 48 55 
Morocco 39 41 41 55 54 
Namibia 48 49 55 54 52 
Nigeria 69 65 70 61 69 
South Africa 37 38 42 27 ~ 

Tunisia 31 30 29 29 24 
Zimbabwe 79 79 79 79 79 

Source: World Economic Forum, Glob.1 Competitiv9l1f1" RepaID, verious 
y.ars; autho(s calculations. 

Starting with the macroeconomic environment, as discussed in 
Box 1, there have been improvemlNlts in this area in recent 
years, On average, excluding Zimbabwe (which was the worst
assessed country in the entire sample of 79 countries across all 
years), the macroeconomic environment represents the region's 
greatest competitive strength, with average ranks that are high
er than those registered in the areas of institutions and technol
ogy. On the other hand, the table shows that since 2002 rank
ings for most countries have not reelly improved, or have even 
declined slightly. This is attributable to the fact that, although 
the situation has clearly improved In Africa, other countries 
have done even more in terms of lowering inflation, improving 
government finances, and such related issues. 

The table also shows that the macroeconomic environ
ment is an area in which, 8S is the case in the overall Index, 
some countries-such as Botswanl, South Africl , and 
Tunisia-are assessed quite well by international standards, 
with steady or improving assessments over the period from 
consistently better fiscal and monetary management, rising rev
enues from commodity exports, shrinking debt, and much better 
evaluations by the business community of how the government 
allocates financial resources. 

Namibia and Morocco demollltrate more mixed perform
ances, with deterioration in some lIteas over the period. On the 
positive side, inflation has been coming down to quite low lev
els in both countries as has beenIbe case in many countries of 
the region, and debt levels are also on a downward trend. 
Interest rate spreads, while remaining somewhat high, have 
also been shrinking, indicating gr8lter efficiency in the financial 
sector. But these positive improvements have not been strong 

(I;on(d.) 

o 
U 

.rJ '" o 
C!) 

'" c 
U) 

'"OJ 
c:: 
OJ 
> 

.~ 

"' 
E 
o 

u 
.'" 
'" E 
4: 
0> 
C 

U) 

U) 


QJ 
U) 

U) 


4: 

17 



18 

X 
2: 
c 
o 

U 

Box 3: TIle racanI avoIUllan at AfrIca'. comp8lillvenea (confd.) 

'" 
Q) '" 
c 
Q) 

.~ 

Q) 
a. 
E 
o 

.
u 
'" 
CO 
.~ 

~ 
en 
c 

'" 
Q) '" 
'" 
«'" 

enough to keep the countries from falling over the period in the 
rankings, as other countries have improved these areas even 
more dramatically. Further, budget deficits have remained rather 
significant, and have actually been growing in the case of 
Morocco. 

The performances of Nigeria and especially Zimbabwe lag 
far behind the other six countries, with increasing fiscal deficits 
and debt as well as growing rates of inflation over the period. 
With regard to perceptions, business leaders in both countries 
highlight increasing difficulties in obtaining access to credit 
over the period. And given the fiscal and monetary mismanage
ment exhibited in Zimbabwe over the period, it is perhaps not 
surprising that the country's business leaders have been the 
most pessimistic out of all 79 countries about its economic out
look every single year since 2002. 

To summarize, although the macroeconomic picture has 
improved on an absolute basis as highlighted by Box I, on a 
comparative basis much remains to be achieved given that 
nations in other parts of the world are making great strides in 
this area. It is clear that continuing efforts are still required to 
bring a number of countries in the region up to international 
standards of macroeconomic stability. 

As Table 2 on public institutions shows, there has been a 
large range in performances throughout the period. Countries 
such as Botswana, South Africa, and Tunisia have consistently 
been rated as having higher-level quality institutions than other 
countries on the continent. with measurable improvements in 
South Africa and Tunisia over the period. These countries 
ensure stronger property rights, greater judicial independence, 
higher general levels of government efficiency, and lower levels 
of corruption than many other countries. 

Table 2_ PubUc lnstitUttona pOlar for Africa 

CounIry 2OQ2 2003 211M 2IlOl -Botswana 31 24 34 32 34 

Mauritius 35 40 57 46 36 
Morocco 56 60 37 65 57 
Namibia 41 44 35 48 48 
Nigeria 78 77 74 71 77 

South Africa 34 39 30 40 32 
Tunisia 24 30 31 33 29 
Zimbabwe 68 74 62 61 76 

Source: World Economic Forum, Global Competitiveness Reporrs, VlriOUS 

year.; authors calcula1ions. 

Again, the performances of Morocco and Namibia are more 
mixed and on a downward trend. While aspects such as the 
protection of property rights have received improving assess
ments over the period in these countries, their rankings in this 
area have gone down. This is primarily linked to improvements 
in other countries rather than a measured deterioration in the 
quality of institutions in these two countries. However, there are 
a few areas of concern. In Morocco business leaders complain 
about increasing government favoritism. In Namibia there is a 
perception of increasing levels of corruption and organized 
crime in the economy. 

Mirroring the overall competitiveness rankings shown 
above, Nigeria and Zimbabwe have consistently had poor rat
ings on the quality oftheir public institutions. Business leaders 
in both countries have increasingly complained about the high 
corruption and lack of independence of the judiciary in meting 
out justice-in Zimbabwe in particular there has been a meas
ured deterioration in these two areas. Nigeria has also been 
plagued by high levels of organized crime. Most strikingly, the 
confidence in property rights in Zimbabwe has deteriorated so 
significantly over the period as to place the country last on this 
indicator in 2006, way down from more reasonable levels in 
2002. 

The technology index takes into account three compo
nents important to economic development the uptake of ICTs, 
the extent of innovation in the economy, and technology trans
fer to the countries. 

Table 3 shows that while there are varying performances 
across the region, four countries: Botswana, Mauritius, South 
Africa, and Tunisia have been doing comparatively better in har
nessing technologies and innovation for development And 
although their rankings have remained low, there have also 
been improvements across different areas in other countries. 

Table 3: Technology pillar for AfrIca 

CouJIIrV 2OQ2 2003 20114 28D5 -Botswana 61 57 59 65 70 

Mauritius 45 47 39 41 49 
Morocco 62 66 67 66 65 

Namibie 60 60 60 67 67 

Nigeria 71 73 73 70 68 

South Africa 38 39 36 40 43 
Tunisia 59 55 53 52 40 

Zimbabwe 75 69 71 74 75 

Source: World EconomiC Forum, Global Competititltlness Rflports, various 
years; authors calcull1ions. 

A large part of this index looks at the extent to which countries 
are harnessing the new ICls. On an absolute basis, the uptake 
of ICTs has been impressive. For example, over the period the 
number of mobile phones and Internet users in Botswana more 
than doubled. In other countries, such as Mauritius and South 
Africa, mobile phone numbers actually quadrupled, while in 
Tunisia mobile phones increased more than eightfold. During 
the same period Morocco saw a nearly tenfold increase in 
Internet users. These are impressive improvements, demon
strating the important uptake of criticallCTs in the region. 

However, it must be noted that in terms of trends most 
countries actually witnessed a weakening of their rankings over 
time in this area. The lower and in many cases weakening per
formances of most countries demonstrates the extent to which 
the uptake of new technologies, such as personal computers 
and the Internet, has not kept up with the rest of the world. On a 
positive note, however, as described in Chapter 1.5, there are 
many exciting new developments emerging in the area of ICT 
that are enabling new business opportunities and increasing 

(cont'd./ 
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Box 3: The recent evolution of Africa's competitiveness (cont'd.) 

productive performance. We would hope to see these trends 
reflected in the statistics gOing forward. 

Also explicitly taken into account in this index is the extent 
of technology transfer.Two countries assessed. Tunisia and 
South Africa, have seen improvements in the harnessing of 
technologies through FDI and foreign technology licensing in 
their economies. The other countries have not seen any particu
lar improvements in this area. although they are successful to 
varying degrees. In asimilar vein. except in South Africa and 
Tunisia and to some extent Morocco. over the period compa
nies have not been perceived as sufficiently aggressive in 
adopting new technologies and integrating them into their busi
ness processes. Since technological adoption is a critical driver 
of competitiveness for countries at earlier stages of develop
ment improvements in this area remain a priority. 

Rates of innovation. measured by factors such as patent
ing, are also captured by the aggregate numbers shown in the 
table. This is an area where six of the African countries shown 
have been lagging significantly behind other regions-with no 
signs of improvement over the period-with South Africa and 

Tunisia being the exceptions. Although this is not yet of great 
concern for most African countries. because they can still 
enhance their productive potential and competitiveness by 
addressing the other more basic factors. it should receive 
increasing focus going forward as they strive to move up the 
value chain. 

Overall the picture in terms of competitiveness levels over 
the past five years is one of stagnation. or even slightly weak
ening performance. on average. It is clear that efforts must be 
made to address the obstacles to competitiveness described in 
this chapter order to place Africa on a higher sustainable 
growth path. 

1 The Growth Competitiveness Index _ developed by Jeffrey Sachs and 
John MecArthur for the World EconomIc Forum. 

2 Some of these countries. such as Soulll Africa, were already included for 
several years before 2002. However, lhat year represents the first one 
with a criticel number of countries. 1hIII allowing for a r89ional analysis. 

3 Eighty countries were assessed in 2002. However, one country-Haiti
was dropped from subsequent editions due to a lack of SUNey data in 
the country and is therefore not included in the constant sample analysis. 
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where ICTs in particular could be adopted more 

aggressively. Still, these three countries are ranked well 

ahead of the next best ranked African country, 

Mozambique (70th), and most countries from the 

region fall significantly lower still in the rankings. This is 

an area, however, where the region has begun to see 

some striking improvements: see for example Chapter 

1.5 of this volume for a discussion of the trends in ICT 

adoption in Africa. 

The sophistication of the business environment and 

innate innovative potential are not yet very important 

for the competitiveness of most African countries given 

their stage of development. However, for those countries 
approaching stage 3, these factors will becolTl.e increas

ingly important in the coming years. This is particularly 

the case of Mauritius and South Africa, both of which 

are already in stage 2, as shown in Table 3. As Table 8 

shows, with regard to business sophistication, Tunisia and 

South Africa receive strong assessments (ranked 31st and 

32nd), comparing well with countries such as Australia 

and Chile because of abundant and high-quality local 

suppliers and relatively sophisticated production processes. 

They are followed in the ranking by Mauritius (44th) 

and Egypt (57th), the only other countries in the top 

half of the ranking. Similady, in terms of innovation, 

Tunisia (27th) and South Africa (29th) are assessed as 

having the two most innovative environments in Africa, 

on a par with the assessments for Estonia and India for 

example, with relatively high company spending on 

R&D. stron!l collaboration between universities and 

industry in research, and good intellectual property pro

tection by regional standards. The top half of the ranking 

also includes Kenya (48th), Nigeria (52nd), Tanzania 

(56th), and Morocco (61st). In the cases of both bllsiness 

sophistication and innovation, most other countries in 

the region receive significantly weaker assessments. 

Although this is not yet the area with the most urgent 

need for improvement, given that their competitiveness 

can still be stimulated by improvements in the more 

basic areas already discussed, it is encouraging to note 

that there are already a number of successful actors in the 

region that can provide useful examples going forward. 

This section has provided a sense of how Africa's 

competitiveness compares with that of other developing 

countries and regions, as well as the comparative per

formance of the individual countries within each of the 

nine pillars. The analysis has shown the magnitude of 

refonus and developments that remain to be achieved 

on the continent in order to increase competitiveness. 

At the same time, notable strong performances in the 

different dimensions of competitiveness provide concrete 

examples to be followed by other countries on the 

continent aiming to improve their competitiveness. 

The next section will carry out a more detailed 

country-level analysis. The competitiveness profiles in 

the back of the Report provide detailed information on 

the country-level performance for each of the African 

countries assessed in this chapter. 
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U The competitiveness of African countries 
ro 
.0 As mentioned above, Tunisia is the top-ranked country 
a 

in Africa, ranked 29th overall, a full 17 places ahead of 
ro the second-ranked country on the continent, South 

(!J 
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en 

en Africa (46th), and higher than all other comparators in 
OJ 
c 
OJ the tables. Tunisia displays comparative strengths across 
> 

'';:; many of the areas measured by the Gel. To begin , the 
'';:; 

0.. 
OJ country has public institutions that are assessed as effi
E 
a 

U cient, with low levels of corruption (19th) rather well 
.en protected property rights (36th), and an independentro 
u 

judiciary (34th) as well as a strong security environment 
~ 
CJ) in the country (20th). In terms of private institutions, 
c 

en 

en corporate ethics also get quite high marks (29th), on a 
OJ 
en 
en par with countries such as Spain and Portugal. 
« 

Tunisia also has a healthy workforce and provides 

excellent access to primary schooling, particularly by 

regional standards, with the educational system also get

ting good marks. Goods markets in the country are 

characterized by relatively few distortions, with little 

time required to start a business (12th), and taxation that 

is not perceived as distortionary (19th), although com

petition is not as intense as in some other countries 

(43rd). Labor markets are quite flexible and efficient 

with relative ease for companies in hiring and firing in 

the country (32nd), guite strong cooperation in labor

employer relations (29th), and one of the best assessments 
20 of the participation of women in the workforce (5th). 

Given that Tunisia is presently in transition between 

stages 1 and 2, all of these strengths, measured in the 

basic reguirements and efficiency enhancers subindexes, 

support the country's strong competitiveness. 

Although innovation and business sophistication are 

not yet considered to be fundamental for Tunisia's com

petitiveness, the country also demonstrates some strength 

in this area. For example, Tunisian firms tend to produce 

products relatively high on the value chain rather thall 

basic products (29th), and intellectual property is quite 
well protected (31st). However, actual patenting remains 

quite low (70th), suggesting that there is perhaps 

untapped innovative potential in the economy. 

With regard to competitive weaknesses, although 

infrastructure as a whole receives a reasonable assessment 

(37th), there are some areas of concern, most particularly 

telephone lines (80th). The macroeconomic environment 

is characterized by deficit spending (-2.8 percent of 

GOP in 2(05) that has led to a substantial buildup of 

national debt. The national savings rate also remains low, 

placing the country 50th on this indicator. 

With regard to education, although as mentioned 

above primary enroUment is positively assessed, secondary 

and tertiary enrollment rates place the country 74th and 

61 st, respectively. Financial markets are also ranked only 

as average, particularly for their level of sophistication 

(60th) , local equity market access (70th), and the per

ceived soundness of banks (66th). 

Finally, Tunisia could be harnessing new technologies 
Yn(\rp pfrprt;"ph, ("r nr(\,111rt;"ihl ;rnnr l P p t -i ; 

ranked 47th in the area of technological readiness. In 

particular, laws relating to leTs are not seen as support

ing their proliferation, and in fact, penetration rates of 

new communication tools (mobile phones, Internet 

users, personal computers) remain low by international 

standards. 

South Mrica, ranked 46th overall, is the second 

highest ranked country in Africa. It remains the top 

performer in sub-Saharan Africa, ranking higher than all 

other comparators in Table 3 except for Tunisia and 

India. South Africa is sub-Saharan Africa's economic 

giant, accounting for a third of its GOP despite 

accounting for only 6 percent of its population.1O Its 

strong performance in the Index reflects this. Relative to 

its overall rank, the country does particularly well in a 

number of areas typically reserved for rich, innovation

driven economies. Its economic sophistication is reflected 

in high ranks for property rights (23rd), corporate ethics 

(30th), and goods (19th), as well as financial market 

efficiency (27th), business sophistication (32nd), and 

innovation (29th). South Africa's scientific research insti

tutions are assessed as on a par with Hong Kong's, and 

the country has a higher rate of patenting than a number 

of European countries, including Greece, Portugal, and 

Russia. These combined strengths explain South Africa's 

position at the top of the regional ranking. 

However, South Africa does face a number of 

obstacles to competitiveness. For example, the country 

ranks 126th in labor market flexibility, encompassing 

hiring and firing practices, flexibility of wage determi

nation, and union-employer relations. Flexibility of wage 

determination in South Africa is also constrained by the 

short supply of skilled labor. This year's ranking for 

higher education and training shows a drop to 57th 

place from 47th last year. Tertiary enrollment of 15 per

cent places the country 88th overall. Therefore, the 

implementation of education and training programs that 
deliver the skills necessary for a modern economy are a 

key ingredient to boosting economic performance. 

Infrastructure represents another challenge. South 

Africa experienced a drop in ranking for this pillar, from 

last year's 35th place to 50th place this year, with partic

ular concerns about the quality of the electricity supply 

that has been increasingly plagued by interruptions 

(73rd) and the low penetration rate of telephone lines 

(85th). The government is aware of these challenges and 

there are a number of efforts unden>,'ay to address them, 

with investments planned in the areas of utilities and 

infrastructure. 

Finally, lack of security remains an obstacle to doing 

business in South Africa. The business costs of crime and 

violence (116th) and the unreliability of police services 

to protect from crime (92nd) are highlighted as particu

lar concerns. These are areas that need to be tackled in 

order to improve the country's competitiveness outlook. 

Mauritius is the third most competitive economy 
r r r t 
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ized by strong public institutions, with well-protected 

property rights (29th), reasonable levels ofjudicial inde

pendence (43rd), and a security situation that is very 

good by regional standards (40th). Private institutions 

are rated as accountable, with strong auditing and 

accounting standards (34th) and corporate boards (37th), 

assessed similar to countries such as Japan, for example. 

The country's infrastructure is quite well developed, 

especially for the region. In particular air transport 

(38th), ports (33rd), and the electricity supply (37th) are 

of good quality, and the country has relatively abundant 

telephone lines (43rd). Financial markets in Mauritius 

are also highly developed (38th) with relatively abundant 

capital for business development through a variety of 

channels such as bank loans (36th) from a sound banking 

system (38th), as well as by issuing shares on the stock 

market (36th). 

Mauritius also has comparative strengths with regard 

to business sophistication (ranked 44th overall in this 

pillar), an area that wi'll become increasingly important 

for the economy as it moves into the next, innovation

driven stage of development. This includes some control 

over the international distribution of its products (43rd) 

and producing products already quite high on the value 

chain (28th). 

On the other hand, Mauritius faces some weaknesses 

in its macroeconomic environment, with a government 

budget deficit that places the country 110th out of 128, 

relatively high inflation, and high interest rates. 

With regard to human resources, there are low sec

ondary and tertiary enrollment rates (placing Mauritius 

64th and 83rd, respectively), and the educational system 

does not get particularly good marks for quality (66th). 

On a positive note, however, firms provide significant 

on-the-job training to make up for this shortcoming 

(34th). Beyond the educational weaknesses, labor markets 

are extremely sticky and inefficient, with stringent hiring 

and firing laws (118th), wages that are not flexibly 

determined (122nd), and little relation between produc

tivity and pay. Further, there are some health concerns 

with regard to the workforce-particularly the high 

incidence of tuberculosis-which places the country 

82nd overall. 

Egypt is the second-ranked country in North 
Africa, at 65th place. Egypt's main strengths can be 

found in aspects of market efficiency. With regJrd to 

goods market efficiency, the country benefits from low 

taxation, little time required to start a business, and the 

country's large market size, which allows for economies 

of scale. Egyptian businesses also have access to a rela

tively large number of local suppliers (35th) and maintain 

control over the international distribution of products 

produced in the economy (31st) . 

There are also some strengths in aspects of the 

country's labor markets, such as flexibility in wage 

determination (7th), a rather close relationship between 

pay and productivity (31st), and reasonable private-sector 
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employment of women (38th). However, the labor market o 
(J 

is clearly fraught with some challenges, such as stringent 
.0 '" o

hiring and firing laws (100th) and a lack of cooperation (D 

in relations between labor and employers (78th). '" c 

With regard to other weaknesses, Egypt's drop of 12 '" '" OJ 
Cplaces is attributable in large part to an extremely sharp 
OJ 
>

decline of 61 places in the macroeconomy pillar, as it 

struggled with deteriorating government fmances (the OJ 
Cl. 

E 
ogovernment deficit amounted to 10.5 percent of GOP 
(J 

in 2005, the second-highest deficit of all countries cov -'" 
'" ered) leading the country to build up debt of over 100 
u 

~ 
percent of GOP by that year. Inflation has also remained en 

c 
quite high in the country (11.4 percent in 2005), at a '" '"OJ
time when inflation is generally low around the world, '" '" 
thus placing it 112th. 
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Higher education and training is another area of 

weakness, with enrollment rates at all levels that couId 

be improved, an educational system that gets poor marks 

for quality (106th), and a lack of on-the-job training in 

the country (84th). This is no doubt related to the lack 

of technological readiness in the country (80th), with 

low penetration rates of ICTs such as mobile phones 

(94th) . Innovation in the country also gets quite poor 

marks (83rd), although this should be of secondary con

cern given its stage of development, since it can still 

benefit greatly from getting more of the basics right. 

Morocco, ranked 72nd, moved up by four places 21 
this year. The assessment of the country's public institu

tions has improved, especially in the area of security 

(47th). There have also been some improvements in the 

quality of the country's infrastructure, although more 

must be done to bring it up to world standards. 

The results also show that Morocco has made 

progress in improving technological readiness (see 

Chapter 1.5), with big gains in firm-level technology 

absorption and in technology transfer through FDI. The 

country has seen an increase in Internet users and 

improved innovation since the last competitiveness 

assessment, in particular through stronger university

industry research collaboration and better protection of 

intellectual property rights. 

Despite the overall positive trend, a number of 

obstacles remain. Although public institutions have 

improved, private institutions receive poor marks in 

areas including corporate ethics (96th), the strength of 

auditing and accounting standards (88th), and the effica

cy of corporate boards in the country (l02nd) . 

Further, despite some improvements, health 

indicators remain worrisome, including infant mortality 

(placing the country 91st) and tuberculosis incidence 

(76th). Further, enrollment rates across all education 

levels (primary, secondary, and tertiary) remain very low. 

The human resources base is thus in need of an upgrad

ing across a number of fronts. 

There are also some weaknesses with regard to how 

the country's markets allocate resources. In particular, 

Morocco's goods markets are characterized by a lack of 
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co ers (93rd), although setting up a business seems relatively 
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required for starting a new business in the country).c 
en Libya is included in the Index for the first time in en 
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this Report, and is ranked 73rd overall. Libya's strengths 

> 
can be found in two areas: its security environment and 

OJ 
a. macroeconomic stability in the country. With regard to 
E 
a security, Libya is characterized by low business costs of u 

_en terrorism (19th), low crime and violence more generallyce 
u 

(25th), and extremely low levels of organized crime 

(10th). 

In terms of its macroeconomic climate, Libya comes 

in at an impressive first out of all the 128 countries in 

this pillar, due to windfall income from high oil prices 

in recent years. In 2005 the country had the second

highest government surplus in the world Uust behind 

Kuwait), a negligible government debt ratio ofjust 

above 1 percent, low interest rates, and low inflation. 

Beyond these two areas of strength, Libya faces a 

number of obstacles to its competitiveness throughout 

the other pillars measured by the Index. Most notably 

the country's infrastructure requires upgrading (100th), 

primary education enrollment is low (89th), and the 

educational system receives extremely poor marks for 

quality (123rd). Markets overall are not assessed as effi

22 cient (121 st), particularly financial markets (120th) and 

labor markets (117th). Finally, the country is not har

nessing new technologies for productivity improvements 

(ranked 115th in technological readiness), with little 

technology entering the country through FDI and low 

uptake of ICTs. 

Algeria is the lowest-ranked country in North 

Africa, ranked 76th overall. Despite its trailing perform

ance in the region, it is experiencing an encouraging 

trend. Since last year's assessment, the country has 

moved up six places as a result of a better assessment of 

the quality of its public institutions and continuing 

improvements in its macroeconomic environment. With 

regard to public institutions, there have been measurable 

improvements in perceptions of government efficiency 

(now ranked 46th) and evenhandedness of public offi

cials in their dealings with the public (25th). 

Algeria's economy is also characterized by a strong 

macroeconomic environment (where it is ranked 2nd, 

just behind l ibya) with its increasing revenues from oil 

and gas sales boosting its performance relative to the 

government budget balance and debt, >vhile still manag

ing to bring inflation down to very low levels. 

However, Algeria continues to face a number of 

obstacles to its competitiveness: for example, in the area 

of market efficiency (97th) as well as technological 

readiness (93rd), both of which are very important for 

productivity improvements given its stage of develop

ment. Furthermore, its low rank of 118 for the per

ceived business costs of terrorism suggests that security 

is still considered to be a major problem affecting the 

business environment, imposing heavy costs that are not 

conducive to sustained productivity improvements and 

economic growth. 

Botswana has been relatively successful, ranking 

83rd-the third best performance in sub-Saharan Africa, 

after South Africa and Mauritius. The government has 

succeeded in using its wealth from key natural resources 

and diamonds to invest in factors setting it on a more 

sustainable growth path. Among the country's strengths 

are its reliable and legitimate institutions, ranking a high 

19th worldwide for the efficiency of government spend

ing, 27th for public trust of politicians, and 25th for 

judicial independence. Botswana is known to be one of 

the countries with the lowest levels of corruption in 

Africa. Corporate ethics also receive relatively high 

marks, ranked 41st overall. 

The transparency and accountability of public insti

tutions have contributed to a stable macroeconomic 

environment (41st), with a low government budget 

deficit and one of the highest national savings rates in 

the world (although inflation remains a bit high by 

international standards). 

Financial markets are also assessed as developed by 

regional standards, with a sound banking sector (40th), 

some access to financing through venture capital (45th), 

and by issuing shares on the local equity market (59th). 

With regard to weaknesses, attainment rates at all 

levels of the educational ladder remain low by interna

tional standards, and the quality of the educational system 

receives rather poor marks-an area clearly requiring 

attention. Yet it is clear that the biggest obstacle facing 

Botswana in its efforts to improve its competitiveness is 

the health situation in the country. Botswana has the 

highest HIV prevalence rate of all countries covered, as 

well as very high malaria and tuberculosis prevalence 

rates, which has led to one of the lowest life expectancies 

in the world (only 40 years in 2004). Improving the 

health and education levels of the workforce are clearly 

the main priorities for the government at this stage. 

Namibia is ranked just behind Botswana, at 88th 

overall. Namibia also demonstrates a number of clear 

competitive strengths: for example, the quality of the 

institutional environment within the country is ranked 

49th. Property rights in Namibia are well protected 

(32nd) and the judiciary is perceived as independent 

from undue influence (28th). With regard to private 

institutions, auditing and accounting standards are quite 

strong (39th) and firms are viewed as demonstrating rel

atively good ethical behavior (53rd). 

The quality of the country's infrastructure is also 

good by regional standards. In particular, aspects of the 

transport infrastructure such as the quality of railroads 

(35th) and ports (30th) are highly rated, although tele

phone lines remain scarce (94th). 

Financial markets are also sophisticated by regional 

standards (57th), with relatively easy access to loans 

(45th), a relatively sound banking sector (44th), and 



some venture capital available (50th), although raising 

funds by issuing shares on the local stock market is 

deemed difficult (89th). 

With regard to weaknesses, as in Botswana, health 

indicators are extremely worrisome, including infant 

mortality (94th), life expectancy (54 years, placing the 

country 108th), and high prevalence rates of malaria and 

tuberculosis, and high prevalence of HIY. Further, edu

cational attainment rates are extremely low, with pri

mary, secondary, and tertiary enrollment rates placing 

the country 106th, 98th, and 1 02nd, respectively. The 

quality of the educational system is assessed as being 

among the worst of all countries in the Index, ranked 

122nd overall. On a positive note, companies are making 

up for this weakness by providing some on-the-job 

training to staff (65th). 

Namibia's labor markets are not very flexible or 

efficient, with stringent hiring and firing practices 

(96th), friction in labor-employer relations (105th), and 

little relation between pay and productivity. On a posi

tive note, the brain drain from the country (55th) does 

not seem to be as severe as in many other countries in 

the region. Goods markets suffer from a number of 

distortions, such as a long time required for starting a 

business (95 days, placing the country 113th) and high 

agricultural policy costs (97th). 

Finally, the country could do more to harness new 

technologies to improve its productivity levels. 

Companies are not considered sufficiently aggressive in 

absorbing new technologies (92rd) and Namibia has low 

penetration rates of new technologies such as mobile 

phones and the Internet. 

Kenya is ranked considerably lower at 97th, the last 

sub-Saharan African country within the top 100. Kenya 

is an interesting case because its strengths lie in those 

areas normally reserved for countries at higher stages of 

development. For example, Kenya's innovative capacity is 

ranked an impressive 48th, with good scientific research 

institutions (31st), high company spending on research 

and development (34th), relatively strong research col

laboration between universities and industry (50th), and 

some availability of scientists and engineers within the 

country (57th). Further, in terms of innovative "output," 

after South Africa, Kenya has the highest rate of patent

ing in all ofAfrica. 

Supporting this innovative potential is an educa

tional system that-although educating a relatively small 

proportion of the population compared with most other 

countries (primary, secondary, and tertiary enrollment 

rates are ranked 108th, 102nd, and 107th, respectively)

is rated highly for quality (37th) for those who are for

tunate enough to attend schools. The economy is also 

supported by financial markets that are sophisticated by 

international standards, with relatively easy access to 

loans (58th) and share issues on the local stock market 

(43rd). 
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resource weaknesses, more could also be done to free 

up goods and labor markets and to harness new 

technologies. 

All of the other countries from sub-Saharan Africa 

are ranked below 100. While there are of course some 

nuances to their performances, all of these countries face 

significant obstacles to improving their competitiveness 

and productivity levels. Rather than discussing the 

difficulties facing each of these economies, it is perhaps 

more useful to mention some of the key competitive

ness issues facing some of the larger economies in the 

reglOn. 23 
Nigeria, Africa's most populous country, is ranked 

102nd. It is plagued by weak and deteriorating institu

tions-including a serious security problem-poor 

assessments for its infrastructure and basic health and 

education, and a significant change for the worse in 

macroeconomic management, all of which have 

depressed the country's rank down from 83rd in 2005. 

More generally, weaknesses abound throughout all of 

the areas measured by the GCI. The rankings show that, 

despite the country's windfall revenues from record-high 

oil prices, the large majority of the population remains 

without access to basic health care and education, and 

the basis for sustainable growth is not being put into 

place. 

Tanzania and Uganda, two of the region's larger 

economies, have not managed to significantly improve 

their competitiveness in recent years and are ranked 

108th and 116th, respectively. Even relative to these low 

overall rankings, they do particularly poorly on health 

and primary education (121st and 126th, respectively) 

and on higher education and training (115th and 11Oth, 

respectively). Although they do better on some of the 

innovation factors, their failure to make a significant 

improvement in the basic requirements subindex is like

ly to continue to dent their economic prospects. 

Zimbabwe, a country that showed so much prom

ise until just a few years ago, is ranked among the least 

competitive economies included in the Gel, at 121st 

overall. The institutional environment is ranked among 

the worst of all countries, with a complete absence of 
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U 	 properry rights (ranked a rock-bottom 128th), high levels 

of corruption (122nd), and a lack of even-handedness of 

the government in its dealings with the public (119th) 

as well as basic government inefficiency (124th). After a 
en 	 number of years of mismanagement of the publicen 
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markets). It is clear that for Zimbabwe to get back on 

track, improved governance affecting all levels of the 

economy will be necessary to restore confidence in the 

economy and to rebuild what was once one ofAfrica's 

stars. 

Conclusions 
This chapter has explored the various factors and policies 

driving the competitiveness and economic performance 

of African countries, providing a framework for priori 

tizing areas requiring policy attention and enhanced 

investment. The discussion has included an analysis of 

Africa's competitiveness from a global and regional per

spective, providing a sense of country-level performances 

compared with the overall group of 128 economies 

included in the Global Competitiveness Index (GCI). 

Specific comparisons have been made with relevant 

developing countries and regions, including Latin 

America , economies of developing Asia , and the four 

emerging BRIC countries. By placing individual coun

try performances into an international context in this 

way it has been possible to highlight those areas requiring 

urgent attention within African countries to increase 

competitiveness and to better ensure sustained strong 

economic performance going into the future. 

On average, the analysis has shown that the com

petitiveness of most countries in Africa continues to lag 

behind the rest of the world and even behind other 

developing regions across all areas measured by the GCI. 

The results thus provide a sense of the magnitude of the 

efforts required in order to raise competitiveness levels. 

Although the specific prioriry areas vary from 

country to country, there are some common areas of 

concern. For North African countries, which are already 

assessed as doing comparatively well in some of the 

more basic areas measured by the GCI, the focus should 

be on im,proving the factors measured in the pillars of 

the efficiency enhancers subindex: most particularly, 

technological readiness and improved market efficiency. 

In sub-Saharan Africa, efforts are needed on all 

fronts within most countries. This includes upgrading 

infrastructure and improvements in the health and edu

24 

cation of the workforce, as well as tackling weaknesses 

in the areas of market efficiency and technological 

readiness. Indeed, as shown by the results of the GCI, 

several of the big economies in the region are receiving 

high scores in the innovation and business sophistication 

pillars relative to their overall ranking, while neglecting 

more basic requirements that would help them migrate 

into a higher stage of development and achieve more 

sustainable growth . 

Although much remains to be achieved , the fact 

that there are a number of strong performers on the 

continent in specific areas provides reason for optimism. 

An analysis of the highest-ranked countries in Africa 

across the various pillars of national competitiveness has 

shown that that there are strong individual country per

formances throughout the continent in areas as diverse 

as institutional qualiry, macroeconomic stabiliry, business 

sophistication , and innovation. These countries can serve 

as benchmarks for other economies in the region, as 

points of reference in their efforts to improve their 

competitiveness. 

The relatively positive economic outlook across 

much ofAfrica, coupled with the renewed focus and 

increased attention from several institutions from within 

the region and beyond, now provide a promising oppor

tuniry to make the institutional and structural changes 

needed to put countries in the region on a more sus

tainable growth path and to pave the way for a more 

prosperous African future. 

Notes 
IMF 2007. 

2 NEPAD was set up in 2001 as a strategic framework to address " the 
escalating poverty levels. underdevelopment and the continued 
marginalisation of Africa" through improvements in the quality of 
governance and leadership, infrastructure. and regional integra
tion. Specifically, NEPAD aims to find African solutions to the con
tinent's economic woes, spearheaded by Africa's leaders. Key for 
improvements in Africa's competitiveness is the potential of the 
African Peer Review Mechanism (APRMI. under which countries 
voluntarily "open their books" to teams of African experts in vari
ous spheres who assess and critique the countries' political gov
ernance, economic governance, corporate governance, and socio
economic development. See NEPAD in Brief, available online at 
http://www. nepad.orgJ2005/files/inbrief. php. 

3 At Gleneagles, under the UK presidency, the G8 governments 
(Canada, France, Germany, Italy, Japan, Russia, the United 
Kingdom, and the United States) made clear commitments to 
increase aid spending, ensure debt cancellation, and improve the 
trading environment for developing countries, as well as increase 
investments in education and health, among other things. Africa 
will continue to remain high on the G8 agenda under the German 
presidency, although the focus is likely to shift more toward 
issues surrounding the investment climate and economic integra
tion, as well as infrastructure and HIV/AIDS. 

4 The GCI was developed by Xavier Sala-i-Martin and Elsa Artadi for 
the World Economic Forum. For more details on the construction 
of the GCI, see Chapter 1.1 in The Global Competitiveness Report 
2006-2007 

5 In other words, these are the factors and policies supporting higher 
levels of productivity and sustainable growth . Technically. the 
index aims to measure the determinants of "A" in the production 
function (or similarly, in classical growth equations). 

http://www


6 Further information on the Executive Opinion Survey can be found in 
Chapter 3.1 of The Global Competitiveness Report 2006-2007, 
which is available from the World Economic Forum on request. 
Please send requests to gcp@weforum.org. 

7 As explained by Sala-i-Martin and Artadi 2004, " The weights were 
chosen using a maximum likelihood method of an econometric 
model that had the growth rate of per capita GDP between 1960 
and 2000 as the explanatory variable, and various proxies for basic 
requirements, efficiency enhancers and innovation factors as inde
pendent variables. The regression allowed countries in different 
stages to have different coefficients. The coefficients that maxi
mized likelihood, then, were 'rounded' and became the weights 
for each stage." 

8 The factor-driven stage includes countries that have GDP per capita 
below US$2,000. The efficiency-driven stage includes countries 
with per capita income between US$2,000 and US$9,000. The 
innovation-driven stage includes countries with GDP per capita 
higher than US$17,000. Countries between the categories are 
considered to be in transition, as discussed in the text. 

9 All countries that export more than 50 percent of primary exports are 
considered to be to some extent factor driven . The stage of 
development for these countries is adjusted downward smoothly 
depending on the exact primary export share. The higher the pri
mary export share, the stronger the adjustment and the closer the 
country will move to stage 1. For example, a country that exports 
95 percent of primary products and that would be in stage 3 
based on the income criteria will be in trans ition between stage 1 
and 2. The income and primary exports criteria are weighted iden
tically. Stages of development are dictated uniquely by income for 
countries that export less than 50 percent primary products. 
Countries that export only primary products would automatically 
fall into the factor-driven stage (stage 11 . 

10 As measured by purchasing power parity (lMF 20061. 
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Appendix A: Composition of the Global Competitiveness Index 

This appendix provides details on how the Global 

Competitiveness Index is constructed. 

1st Pillar: Institutions 

A. Public Institutions 

1. 	 Property Rights 

Property Rights 


2, 	 Ethics and Corruption 

Diversion of public funds 

Public trust of politicians 


3. 	 Undue Influence 

Judicial independence 

Favoritism in decisions of government officials 


4. 	 Government inefficiency (red tape, bu reauc racy, and waste) 
Government spending 
Burden of government regulation 

5. 	 Security 

Business costs of terrorism 

Reliability of police services 

Business costs of crime and violence 

Organized crime 


B. Private Institutions 

1. 	 Corporate Ethics 

Ethical behavior of firms 


2. 	 Accountability 

Efficacy of corporate boards 

Protection of minority shareholders' interests 

Strength of auditing and accounting standards 


2nd Pillar: Infrastructure 
Quality of overall infrastructure 
Quality of overall railroad infrastructure 
Quality of port infrastructure 
Quality of air transport infrastructure 
Quality of electricity supply 
Telephone lines (hard data) 

3rd Pillar: Macroeconomy 
Government balance (hard data) 
National savings rate (hard data) 
Inflation (hard data) 
Interest rate spread (hard data) 
Government debt (hard data) 

Real effective exchange rate (hard data) 

4th Pillar: Health and primary education 

A. 	Health 
Business impact of malaria 
Business impact of tuberculosis 
Business impact of IHIV/AIDS 
Infant mortality (hard data) 
Life expectancy (hard data) 
Tuberculosis incidence (hard data) 
Malaria incidence (hard data) 
HIV prevalence (hard data) 

B. 	 Primary education 
Primary enrollment (hard data) 

5th Pillar: Higher education and training 

A. 	Quantity of education 
Secondary enrollment ratio (hard data) 
Tertiary enrollment ratio (hard data) 

B. 	Quality of education 
Quality of the educational system 
Quality of math and science education 
Quality of management schools 

C. 	On-the-job training 
Local availability of specialized research and training 

services 

Extent of staff training 


6th Pillar: Market efficiency 

A. 	Good markets: distortions, competition and size 

1. 	 Distortions 
Agricultural policy costs 
Efficiency of legal framework 
Extent and effect of taxation 
Number of procedures required to start a business 

(hard data) 
Time required to start a business (hard data) 

2. 	 Competition 

Intensity of local competition 

Effectiveness of antitrust policy 

Imports (hard data) 

Prevalence of trade 'barriers 

Prevalence of foreign ownership 


3. 	 Size 

GOP - exports + imports (hard data) 

Exports (hard data) 


B. Labor markets: Flexibility and efficiency 

1. 	 Flexibility 

Hiring and firing practices 


Flexibility of wage determination 

Cooperation in labor/employer relations 


2. 	 Efficiency 


Reliance on professional management 

Pay and productivity 

Brain drain 

Private sector employment of women 
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Appendix A: Composition of the Global Competitiveness Index (cont'd.) 

C. Financial markets: sophistication and openness 
Financial market sophistication 

Ease of access to loans 

Venture capital availability 

Soundness of banks 

Local equity market access 


7th Pillar: Technological readiness 
Technological readiness 
Firm-level technology absorption 
Laws relating to ICT 
FDI and technology transfer 
Mobile telephone subscribers (hard data) 
Internet users (hard data) 
Personal computers (hard data) 

8th Pillar: Business sophistication 
A. Networks and supporting industries 

Local supplier quantity 

Local supplier quality 


B. Sophistication of firms' operations and strategy 
Production process sophistication 

Extent of marketing 

Control of international distribution 

Willingness to delegate authority 

Nature of competitive advantage 

Value chain presence 


9th Pillar: Innovation 
Quality of scientific research institutions 
Company spending on research and development 
University/industry research collaboration 
Government procurement of advanced technology 

products 
Availability of scientists and engineers 
Utility patents (hard data) 
Intellectual property protection 
Capacity for innovation 
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Appendix B: Technical notes on the construction of the Global Competitiveness Index 

Combining hard data and Survey data 
The responses to the Executive Opinion Survey 

referred to as "Survey data," with responses ranging 

from 1 to 7. The hard data were collected from various 

sources, described in the Technical Notes and Sources 

at the end of the Report. All of the data used in the 

calculation of the Competitiveness Index can be found 

in the Data Tables section of the Report.The standard 

formula for converting each hard data variable to the 

I-to-7 scale is : 

(country value - sample minimum)6 x + 1 

(sample maximum - sample minimum) 


The sample minimum and sample maximum are the 

lowest and highest values of the overall sample, respec

tively. For some variables, a higher value indicates a 

worse outcome. For example, high levels of budget 

deficits are bad. In this case, we "reverse" the series, by 

subtracting the newly created variable from 8. In some 

instances, adjustments were made to account for 

extreme outliers in the data. 

How we treat inflation 
Since no consensus yet exists in the literature on the 

specific threshold at which lower levels of inflation 

become detrimental, and in order to capture the idea 

that both high inflation and deflation are detrimental 

to the economy, inflation enters the model in a 

U-shaped manner as follows: for values of inflation 

between 0.5 and 2.9 percent, a country receives the 

highest possible score of 7. Beyond this range, both 

inflation and deflation receive negative scores. Scores 

become more negative as they move away from these 

values, in a linear £1shion. 

How we measure the impact of disease 
Within the 4th pillar of the Global Competitiveness 

Index, the impact of a disease on competitiveness 

depends not only on its incidence, but on how costly 

this incidence is for business. Therefore, in order to 

estimate the economic impact of disease, we combine 

hard data on incidence (on malaria, tuberculosis, and 

HIV) with Survey questions on the cost of these 

diseases to business. 

To combine these data we first take the ratio of 

each country's disease prevalence, relative to the high

est prevalence in the world. We then multiply the 

inverse of this ratio (to take into account that low 

values are "good") with the Survey average. This 

product is then normalized to a I-to-7 scale. Note 

that countries with a zero prevalence rate will always 

obtain a 7 in the ranking, regardless of what the 

Survey data says. 

How we measure domestic and foreign competition 
Within the goods market efficiency subindex of the 

6th pillar of the Global Competitiveness Index, the 

component called competition is weighted in a particular 

£1shion: the Survey data provide an indication of the 

extent to which competition is distorted in both the 

domestic and the foreign market. However, the relative 

importance of these distortions depends on the relative 

size of domestic versus foreign competition. In order 

to capture this interaction, we create two new variables 

that indicate this relative importance. Domestic com

petition is the sum of consumption (C), investment (I), 

government spending (G), and exports (X), while 

foreign competition is equal to imports (M).Thus, 

we assign a weight of(C + I + G + X) / (C + I + G + 
X + M) to those Survey questions related to local 

competition, and M/(C + I + G + X + M) to those 

related to foreign competition. 

How we measure market size 
Within the goods market efficiency subindex of the 

6th pillar of the Global Competitiveness Index. the 

component called siz l' measures the size of the market, 

to which local finns have access. This has two compo

nents: the size of the local market and the foreign 

market (exports) .The local market should be the sum 

of consumption (C), investment (I), and government 

spending (G). Although we lack data on these three 

macro components, we do have data on exports (X), 

imports (M) and GOP. By definition, GOP = C + I + 
G + (X - M). Therefore, we compute the local market 

as GDP + M - X . 



.. 

CHAPTER 1.2 

From Benchmarking to Impact: 
Identifying Which Dimensions 
Matter 
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Chapter 1. I has laid out a methodology for benchmark ::2: 

c::ing the competitiveness and business climate of African a 
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countries. In setting priorities for reform, benchmarking c:: 
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is an important place to begin-but it is not the last E 
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step. Priorities should be set by an issue's impact. Issues .c 
u 
.cwith the greatest impact are often ones characterized by 3: 

the longest delays or highe.st regulatory costs, although 

this is not necessarily always the case. What also matters 

is how central the issue is to firm operations~to produc

tivity and job creation-and what alternative coping 
u 
comechanisms are available to the firm. Linking investment Co 

E
climate conditions to firm performance reinforces the 
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importance of finance, skills, infrastructure, and the rule 
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The investment climate's impact Oil job creation CD 

E 
and productivity is substantial. Costs and delays in u... 
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transportation, electricity, and crime alone can raise N 

overall costs by 20 to 30 percent, undermining whatever 

advantage firms enjoyed by lower labor costs or greater 

productive efficiency.! In addition, weak property rights 

and unpredictable enforcement of regulations weakens 

incentive to invest and work hard.. Improving the invest

ment climate is recognized as one of the most important 

ways to increase growth and expand opportunities-

particularly for poor peopJe.2 In tackling the agenda 29 
of economic growth, the challenge is to identif)' the 

priorities for reform. 

To be able to address this challenge better, the World 

Bank's program of Enterprise Surveys has interviewed 

over 70,000 entrepreneurs and senior managers in 104 

countries (see Appendix A for further information on 

these surveys) . The focus for this chapter are the 11,600 

interviews in 34 countries in Africa. The Enterprise 

Surveys program has four distinguishing features: 

• 	 First, the program can benchmark not only subjec


tive rankings of investment constraints to business 


performance (for example, the extent to which 


electricity is rated as a problem), but also objective 


measures of these constraints (for example, the 


frequency and duration of outages, production lost 


from outages, and the use and cost of generators). 


• Second, it covers a wide range of issues-from 


access to financial and infrastructure services, to 


crime, corruption, and government regulations


allowing a ranking of these issues. 


The views expressed here are those of the authors and do not neces
sarily reflect the views of the Board of Executive Directors of the World 
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• Third, the data can also go beyond benchmarking 
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c: to test directly the impact of these objective o 
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c: conditions on the actual performance of the firm, 
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of firms, with particular attention paid here to 
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Enterprise Surveys are the only source of detailed infor~ 
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E 	 mation on firm performance and disaggregated objec
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tive indictors of a wide variety of business environment 
'" co 	 indicators.
E 
e The next section demonstrates the range of prou.. 

N 	 ductivity and employment growth outcomes across the 

region, including the results from Brazil, China, and 

India, for comparison. It then moves to identi.ty key 

dimensions in the investment climate across countries in 

the region that can help account for these patterns . First, 

it examines the top constraints as reported by firms, links 

them to objective measures of these constraints, and 

looks at how these patterns vary across different group

30 	 ings of countries. Second, it examines ways to prioritize 

constraints from among obstacles in a longer list and to 

identity which measures account for greater differences 

across groups of countries. Third, it links the objective 

measures of the investment climate directly to produc

tivity and job creation across countries, illustrating the 

potential gains from reform. While most of the chapter 

analyzes the impact of the investment climate across 

countries, the last section disaggregates the eflects of the 

various dimensions of the investment climate by types 

of firm, focusing on firm size, ownership, and export 
orientation. Access to finance, electricity, tax rates, 

regulatory uncertainty, and corruption emerge as key 

areas for reform-with specific priorities varying not 

just across countries, but within countries too. 

Firm performance across Africa 
Growth rates in Mrica have been rising in recent years 

as greater macroeconomic stability has been achieved in 

more countries and additional reforms have been under

taken. But the key to maintaining growth is not simply 

mobilizing more capital or labor. What is needed is 

greater productivity-being able to produce more with 

the same inputs." Productivity growth in Africa has been 

lower than in other regions. The average productivity 

growth from 1970 to 2000 was stagnant or even mildly 

negative. 4 Returns to investment have also been relatively 

low. Investment rates are lower and the returns average 

about half those of other developing countries .s What is 

encouraging is that the recent trends have been more 

positive. Regional growth rates over the last five years 
have been higher than in Latin America and the 

Organisation of Economic Co-operation and 

Development (OECD) countries, with the average 

growth rate in Africa ofjust under 5 percent . 

Within Africa, productivity varies tremendously

both across countries and within countries. Some of 

this is simply the result of differences of entrepreneurial 

talent across individuals. Some of the variation reflects 

differences in endowments or geography, but at least as 

much mjrrors difIerences in investment climate conditions 

as illustrated in Figure 1 (see also Appendix B) . Figure 1 

shO\vs how there are more productive firms in locations 

with better investment climates or business environments. 

The figure plots the share of firms in each country with 

labor productivity above a benchmark against the Global 

Competitiveness Index (GCI) discussed in Chapter 1.1.(' 

As the GCI captures many dimensions of the business 

environment, it is a suitable summary measure to corre

late against firm performance. Figure 1 uses as its bench

mark the median labor productivity of all the small and 

medium size firms (11-150 employees) combined into a 

regional sample. 

The first thing to note is that every country has 

some firms that are above the regional median. 

Productive firms exist in every locatioll. The very best 

firms do not operate only in the biggest economies or 

the countries with the highest standards of living. Firms 

can succeed even in poor investment climates. This is 

not to say that reforms are unnecessary. Clearly, more 

firms can achieve greater productivity when they oper

ate in a stronger business environment. Based on these 

samples of firms, over three-quarters of firms in Mauritius 

and Namibia and two-thirds of firms in Algeria and 

Botswana operate above the regional median. while only 

10-15 percent of the firms in Gambia or Burundi do 

so. Putting this into a broader international context, 
about 80 percent of firms in a comparable study in 

Brazil surpass the median African productivity level. In 

China this is about 60 percent and, in India, 55 percent. 

Thus, several countries in the region-including 

Algeria, Botswana, Cameroon, Mauritius, Morocco, 

Namibia, Senegal, Swaziland, and South Africa-have a 

higher share of productive firms than China has. 7 

The relationship between productivity and the GCI 

is not perfect. Egypt has a lower share of productive 

firms than would be expected given the quality of its 

business environment; Cameroon has a higher share.H 

But correlations will almost never be perfect when 

using a composite index. The investment climate is not 

the only determinant of productivity-and an overall 

index can underemphasize a particular dimension that is 

constraining to a particular country. As the analysis here 

shows, elements of the GCI have relatively more or less 

impact for different groupings of firms and countries. 

Aggregate analysis is very useful at highlighting the 

http:identi.ty


Figure 1: More-productive firms are in locations with beUer investment climates 
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Note: Firms are categorized as 'productive' if their value added per worker is above the region's median level for firms with 11 to 150 workers. 


broad patterns, but it cannot explain all the variations at 

the micro level. 

Turning to employment growth., there is a large 

amount of dynamism among incumbent firms (the 

Enterprise Surveys cannot capture the effects of entry 

and exit), with relatively high shares of firms that are 

expanding. Fully half of all the incumbent firms report 

having increased the number of workers they employ. 

Between 20 and 25 percent of firms reduced their llum

ber of workers, with the remaining 25 to 30 percent of 

firms maintaining the same number of workers. Within 

countries, beyond the smallest or micro firms (which are 

relatively more stable), employment growth is both 

more likely and at a higher rate for small and medium 

firms, while very large firms have the lowest rates of 

growthY The correlation, however, between employment 

growth and the Gel is less strong than with productiviry. 

The next section turns to the indicators of the 

business environment to investigate which dimensions 

make the most significant contributions to productiviry 

and job growth. 

How to identify priorities for reform 
Ultimately, the aim in benchmarking and measuring all 

the dimensions of the investment climate is to identify 

areas where improvements can make a real difference. 

Benchmarking investment climate conditions, particularly 

of more objective measures, makes a significant contri

bution. But if one cares about assessing their impact, 

such benchmarking measures still need to be combined 

with additional information. 

Going beyond simple costs or delays to capture the impact 

on perfo rmance 
It is straightforward to use benchmarks on costs, delays, 

number of procedures, and so on to identify those areas 

where a country's scores are weak-either across issue 

areas within a country or relative to neighboring or 

other comparator countries. Prioriry can then be given 

to improving those scores where a country is particularly 

weak. Targets for reform can then be very specific. 

However, because certain costs or delays are high 

does not necessarily imply that these are areas of actual 

importance to firms or that they have a particularly 

onerous impact. This is particularly true if firms can eas

ily adapt to or circumvent the problems, or if the costs 

or delays occur in areas of only marginal importance to 

firm operations. Thus, delays in getting a new telephone 

\a.ndline may be long but have minimal impact, particu

larly if mobile telephones are available. Likewise, outages 

from the public electricity grid can be disruptive. 

However, choosing technologies that are less energy 

intensive or using a generator can mitigate some of 

these costs. 

There are three approaches that can shed light on 

the impact of investment climate conditions. The first is 

to compare the list of constraints as reported by firms. 

Implicitly, this ranking of constraints captures the impact 

of an issue; respondents are balancing their assessment of 
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Figure 2: Top constraints reported by firms: Variation across countries 
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an issue with the perceived importance of that issue to 

their operations. Combining these rankings with more 

objective measures of the issue can corroborate the 

validity of these responses. A second approach is to use 

correlations amongst the variables themselves to deter

mine the optimal grouping of variables and the relative 

weights assigned to them so as to account for the most 

information in the data. A third is to conduct econometric 

analysis of the impact of investment climate conditions 

on firm performance directly. This tests for the extent of 

impact of each variable dire.ctly. All approaches have the 

benefit of allowing for variations in impact across differ

ent types of firms or in different types of locations. 

There is an important caveat to keep in mind when 

interpreting any of these three types of results from firm 

surveys. \(J These approaches all focus on the benefits side 

of reforrns. None of these methods takes into account 

the costs associated with reforms-either financial or 

political. Clearly policymakers would have to weigh 

possible benefits against the costs of reforms as well as 

the feasibility of securing the reform against the political 

capital spent in its attempt. 

Measuring impact: Ranking constraints by firms 
Respondents are asked in the Enterprise Survey to rank 

a list of issues based on how constraining they are to the 

"operations and growth of their business." Access to 

finance, tax rates, and electricity are the constraints most 

likely to be reported as "major" or "very severe"

although the list varies substantially across different 

countries (see Figure 2). Overall, half of respondents 

report "access to and cost of fmance" as a top constraint, 

although the share is closer to one-quarter in upper

middle-income countries. The gap with electricity is 

even higher, with firms in low-income countries almost 

four times as likely to report it as a significant constraint. 

It is noticeable that in upper-income countries the 

overall levels of complaints are lower. However, for those 

countries the issues related to labor-available skills as 

well as labor regulations-raise more concern. 

How well do these subjective rankings reflect 

obje.ctive measures? Within 16 issue areas, we tested 

whether the firms that report longer delays, greater costs, 

or lower-quality service are the same ones that report 

that issue as being more constraining. For all but one 

issue, the answer is "yes." Firms with worse objective 

experiences are more likely to report the issue as repre

senting a bigger constraint. Firms that pay higher bribes 

are more likely to report corruption as a problem; firms 

with more frequent outages are more likely to report 

electricity is an important constraint. The one exception 

is finance. In this case, firms with some access to finance 

already are the ones most likely to complain that access 

and cOsts of finance are problematic. However, restricting 

the sample to just those with some access, it is true that 

as the share of external finance rises, complaints decrease. 

Table 1 provides a crude measure of the impact of 

improving the objective conditions (that is, monetary 

and time costs of interacting with officials and obtaining 

services). It reports the predicted change in the share of 
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Table 1: Level of fi rms' complaints: Impact of a one standard deviation change in objective conditions 

improv'ement in Changa in percenlage of 
Objective investmenl objeclive condillon Perception investment firms ranking issue 8 S 

Issue are8 clim8te indicator (one standard deviation) climate issue "majo' " 0' "very severe" 

InfnSbVcture Days of power outages (log) ............................................................3.7 ...................... Electricity......................................................................l3.8 


Losses due to lack of power (percent sales) ..............................12.6 ......................Eleclticity......................................................................24.9 


Use of email with clients ..................................... .................No to Yes ......................Telecommunications ....................................................6.0 


Use of Web with clients ................ .. ......................................No to Yes ......................Telecommunications ............ .. ................................ .. ....7.0 


Days to obtain phone line (log) ............... .........................................5.4 ................ ......Telecommunications ..................................................18.3 


Losses in transportation (percent sales) .......................................5.2 ......................Transportation...................................................... ..........8.1 


~ 
co 
~ 

'" c: 
0 

c: '" 
Q) 

E 
Cl 
..c;; 
u 

.s= 
3 
OJ 
c: 

~ 
c: 
Q) 

~ 

Corruption Sales on bribes (percent) .................................................................6.7 ......................Corruption.....................................................................16.6 


Firms involved in bribes (percent)....................................................49 ......................Corruption.....................................................................22.3 


Gift at inspections ..................................................................Ves to No ........ ..............Corruption ...................................... .. .. ...........................15.6 


Government contracts in gifts (percent) .................... ....................7.6 ...................... Corruption....................................................................17.7 


Days obtaining licenses (log)...........................................................3.6 ......................8usiness licensing ......................................................15.7 


Days tax inspection (log) .............................. ....................................2.6 ......................Tax administration....................................................... ll .3 


Gifts during tax inspection ..................................................Ves to No ......................Tax administration .......................................................19.6 


Days to obtain exports (log) .............................................................2.5 ................... ... Customs ..................................................... .....................7.7 


Days to obtain imports (log) .... .........................................................3.1 ......................Customs ............................................................ ............11.8 
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labor Days labor inspections (log).............................................................2.5 ................ ......Labor regulations ........................................................13.6 


Training employees ........ .......................... .. ............................No to Yes ......................Skills shortage ............................... ................................4.1 


Time to hire skilled workers (weeks) ..............................................7 .3 ......................Skilis shortage .............................................................11.4 


Crime Cost security (percent sales) ...........................................................4.2 ......................Crime ...............................................................................4.3 

'1 

Loss due to crime (percent sales).... ...............................................5.7 ......................Crime .......................................................................... .. .12.4 


:: 
Finance Overdraft facility..................................................................... No to Yes ......................Finance access and cost............................................. 3.0 


Working capital externally financed (percent) ...........................21.2 ......................Finance access and cost.............................................5.6 


Investment externally financed (percent) ...................................33.5 ......................Finance access and coSI................... ..........................7.1 


Source: World Bank Enterprise Surveys in Africa. 2002-2006. 

firms reporting the issue as a "major" or "very severe" 

constraint if objective conditions underlying it were to 

improve. As the investment climate measures are all in 

different units, the size of the improvem ent is taken as 

one standard deviation to have the same relative magni

tude change across the issue areas. Another benefit of 

this choice is that, as the extent of improvement is based 

on the range of conditions experienced in the region, it 

represents a level of change that has already been 

achieved by at least some countries in the region. 

Looking at these results, the issues with the most 

robust relationship in the region are elec tricity, corrup

tion, regulations , and crime. A one standard deviation 

increase in the days of outages is associated with an 

increase of 34 percent of electricity being reported as a 

"lnajor" or "very severe" constraint . 

For each category, a number of objective measures 

are collected, g iving more detailed insights into which 

aspects of an issue are particularly problematic. For 

example, the constraint " tax administration" is more 

closely associated with "gifts during tax inspections" than 

to the time spent with tax authorities. "Skills availability" 

is constraining because of the increased time needed to 

hire skilled workers rather than the need to train workers. 

All the results in Table 1 are highJy statistically sig

nificant. Within an issue area, those firms experiencing 

greater costs or delays are more likely to rank that issue 

as constraining. However, when you compare across 

issue areas, those issues with the longest delays or highest 

costs are not necessarily identified as the top constraints. 

There are long delays associated with new access to 

landline telepho ne service, but this is no t ranked as a top 

constraint. M anagers can also spend a lot of time with 

government offi cials. This is time that might have been 

more productively spent-and often raises concerns that 

there may be higher demands for "gifts"- yet it is not 

usually reported as a top complaint. 

The two areas where changes in objective conditions 

translate into smaller changes in subj ective rankings are 

taxes and fm ance. As mentioned earlier, these are the 

two areas that almost all firms like to complain about. 

And although the link between actual access to finance 

and the level o f complaint is less strong, the latter analy

sis does show that there is significant variation in the 

external finance available to different firms- and that 

this can have significant impact on firm performance. 

I 
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Do constraints vary across groups of countries? 
en 
c: 
a The physical geography and natural endowments of a 
en 
c: country raise particular challenges to firms. Two geo
OJ 
E graphically based features of economies receive particular 
Cl 

..c: 

u 

attention. The first is whether a country is landlocked or 
..c: not. Access to ports helps reduce transportation costs 
~ 

and gain access to additional markets; ports also facilitate 

importing capital goods that can help raise productivity 

and provide access to export markets. A second feature is 

.;..; the extent to which an economy is endowed with natu
u 
co 
Cl. ral resources, particularly oil. These endowments have 
E 

been called a "curse" in part because they generate such 
;2 

potential for concentrated wealth that governments'Ol 
c: 

incentives are distorted in their attempts to control the 
co 
E rents from these resources-as well as destabilizing the 

..c: 
u 
c: country in the form of fighting between groups to 
OJ 

co become the governing party. They can also suffer from 
E 

u... 
2 "Dutch disease" whereby rising prices of the resource 

N serves to appreciate the currency, making other goods 

less competitive internationally. With the focus on the 

resource sector, priorities for building up the manufac

turing or services sectors may get little attention. 

The results shown in this chapter show that these 

geographic and geological characteristics do have some 

impact on reported constraints-and on the impact that 

the underlying objective conditions have on productivity 

34 and growth at the firm level. But a firm's prospects are 

not determined by these conditions. Among landlocked 

or resource-rich countries, locations with better invest

ment climates are more likely to have productive firms. 

What constitutes a good investment climate, however, 

can vary somewhat by country grouping (see more 

below). 

Infrastructure matters even more in landlocked 

countries than in countries with direct access to seaports. 

Firms in landlocked countries are up to 25 percent more 

likely to report transportation to be a m~or or signifi

cant constraint. This makes sense given the additional 

challenges of reaching markets. It is also no surprise that 

getting goods through customs is significantly more of a 

challenge for these firms. 

Access to finance appears to matter more in 

resource-rich areas. Gaining access to finance can be a 

challenge anywhere. But it appears that in resource~rich 

countries, financial systems can be less developed or less 

oriented to helping finance manufacturing enterprises

which would be consistent with higher risks stemming 

from potential Dutch disease or less stable environments 

in which to operate. Interestingly, resource-rich countries 

report corruption to be less of an issue-except for 

expanding firms, which see corruption as more of an 

Issue. 

Another country grouping, which is not based on 

geography, geology, or income, is the distinction 

between countries that are more or less manufacturing 

intensive (defined as countries whose exports of manu

factured goods are at least 10 percent of GOP). 

Comparing these groups can shed light on whether 

particular features of an economy help explain current 

manufacturing success. What is striking is that firms in 

countries that have already achieved a high level of 

manufacturing exports reported significantly fewer 

constraints than nonmanufacturing-intensive countries. 

The one exception is labor issues, where both labor 

regulations and access to skilled labor are reported as 

greater constraints in manufacturing-intensive countr ies. 

Overall, the constraints reported by firms are signif

icantly correlated with objective measures that try to 

capture the monetary or time costs of investment climate 

issues. They also vary by country groupings that show 

that priorities for reform will interact with broader 

country characteristics. These findings should bolster 

confidence in the use of reported constraints in identi

fYing areas for reform. 

However, critics of such data raise doubts about the 

reliability of comparisons of subjective assessments. It is 

true that there can be differences across individuals in 

their willingness to complain, and in what their threshold 

is for a "major" constraint. As a result, this work takes 

advantage of the fact that the list of issues is presented 

together in a comparable format so that it is possible to 

net out such individual effects and to rescale responses 

so that they reflect relative rankings. Thus, they measure 

"how much more" an individual firm complains abollt a 

particular issue than all the other issues. Furthermore, 

perceptions themselves can also be important in a firm's 

decision of whether to undertake investments, hire 

workers, or expand production. Managers make these 

decisions with an eye to what they expect in the future, 

including their assessment of the investment climate. 

Perceptions can thus have real effects. On the other 

hand, it is important to keep in mind whose perceptions 

-and preferences-are being reported. Finns' interests 

and society's interests are not necessarily aligned; man

agers or entrepreneurs do not represent society as a 

"vhole. Almost all finns want lower taxes and interest 

rates-but this does not necessarily mean these should 

be priority goals for policymakers. There may be very 

good public policy reasons for some of the tax or regu

latory policies in place that managers may not like. Part 

of the job of the government is precisely to balance 

competing views and to safeguard the public interest. 

Measuring impact: Combining variables into thematic 
groups 
Another approach to identifYing which dimensions mat

ter to a better business climate is to narrow the set of 

variables by aggregating them into thematic blocks and 

then examining which blocks account for differences 

across groups of countries. The aggregating tool we use 

is principal components analysis. This approach lets the cor

relation in the data determine the optimal groupings of 

variables (see Appendix C). This method also reports the 

share of the variation each grouping represents, which 



Figure 3: Relative weightings of variables within themes 
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we use as weights in aggregating the variables. Here, 

principal components analysis helps identifY which vari

ables are most associated with three important thematic 

areas-institutions, infrastructure, and inputs-and how 

they vary across countries in the region. 

Using principal components, 11 objective variables 

were used to construct a composite measure of institu

tions. Among these variables, those that were most high

ly correlated and accounted for the greatest variation 

within the set of measures were those associated with a 

lack of security. As such, they receive the highest 

weighting in the aggregation procedure. The corruption

related variables received the second largest weighting. 

The efficiency of government services variables were 

given somewhat lower weightings. Within infrastructure, 

days of power outages and insufficient water supply and 

days of inventories (a proxy tor the quality of trans

portation) were most highly correlated and thus weight

ed. Within inputs, trade credit, proximity to customers, 

and share of firms adopting new technology were more 

strongly weighted. 

Figures 3a and 3b plot the different groupings of 

variables as predicted by the principal components 

methodology against the relative difference in the aver

age values of these variables across t\vo sets of countries. 

The focus here is on countries that are manufacturing 

intensive and those that are not. For the "institutions" 

variables, Figure 3a, there is actually little difference 

bet\Veen manufacturing-intensive and nonmanufacturing

intensive countries on the variables given the most 

weight, that is, security and corruption. Rather, the dif

ferences in the efficiency of government services in 
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Figure 4: Differences in overall investment climate measure by country groupings 
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delivering infrastructure services are more pronounced, 

although overall these variables are less well correlated 

with the overall set of variables and so receive less 

weight in the principal components analysis. In contrast, 

Figure 3b illustrates the importance of differences in 

power outages within the infrastructure variables 

between manufacturing intensive countries. Similarly. 

trade credit stands out within the "input" variables. 

The measures of institutions, inputs, and infrastruc

ture can then be aggregated again into an overall COlll

posite measure of the investment climate. I I Figure 4 

illustrates how this composite measure varies across 

country groupings. The first interesting result is that 

geography and geology have little impact on the overall 

combined measure of the investment climate. Resource

endowed countries and countries with direct access to 

the sea have aggregate scores very similar to those of 

countries that are land locked or resource poor. If any

thing, the less well endowed appear to have a slightly 

better investment climate. 

Figure 4 also demonstrates the importance of policies. 

Countries with J higher level of economic freedom 

according to the Freedom House l2 ,nd countries with 

a better formal regulatory environment (according to 

the World Bank's Doing Business 2007 report) show a 

significantly better investment climate composite meas

ure. Similarly, more-developed countries, countries that 

are more manufacturing intensive, and larger economies 

also record a more friendly business climate. However, 

the effect of the size of the economy is not as significant 

as earlier categories. Clearly the quality of the investment 

climate in Africa is associated with the quality of the 

policies adopted by the individual countries. 

Looking more closely at manu£lcturing-intensive 

versus nonmanufacturing-intensive countries, the com

ponent categories that explain the most difference 

between them are inputs (finance and skills) and institu

tions (regulations, efficiency of government services, and 

governance). The same variables explain the differences 

between countries in weak versus strong formal regula

tory environments (as defined by Doing BI/siness). On 

the other hand, for countries with less income per capita, 

infrastructure (energy, transportation, and telecommuni

cations) variables explain most of the difference between 

results for lower- and middle-incollle countries. 

The discussion has focused on the constraints 

reported by firms, how they reflect real diHerences in 

underlying objective conditions, and how these objective 

measures vary across groupings of countries. Access to 

finance and infrastructure services and, to a lesser extent, 

corruption and consistent regulations have shown to be 

importa.nt issues. The next section turns to test directly 

the impact of these issues on job growth and firm 

productivity. 

Measuring impact: What matters fo r firm productivity and 
job creation? 
One of the real strengths of the Enterprise Survey is 

that it combines information on subjective rankings 

with objective rankings as well as with measures of firm 

http:importa.nt
http:www.freedomhouse.org


Figure 5: Across countries. more highly developed financial systems are associated with higher labor productivity 
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for firms with 11 to 150 workers. 

performance. One can thus test whether there is a statis

tically significant relationship between the investment 

climate conditions and outcomes of concern to the pri 

vate sector and policymakers. Such an analysis has the 

added benefit of indicating the extent of possible benefits 

that could be realized if conditions were improved. 

However, this approach of relating objective measures 

to firm performance is considerably more analytically 

intensive. It also relies on econometric assumptions, the 

validity of which can be tested in most cases.1:l There are 

t\vo sources of variation that can be exploited, differences 

in the average performance across countries and differ

ences based on deviations from the average within 

countries. Explanations for the variations between coun

tries are presented graphically. The contributions of 

different factors in understanding variations within 

countries are presented as bar charts. 

What matters in explaining differences in average 

performance across countries 

Having more-developed financing services is strongly 

associated with higher productivity (see Figure 5) and 

employment growth. A one standard deviation improve

ment in access to finance is associated with an increase 

in productivity of 16 percent across countries. This con

fIrlns that access to finance is one of the key variables 

that can facilitate better pertormance. 

The importance of access to fmancial services raises 

additional questions worth exploring in future work (see 

Box 1). A lack of access to fmance could represent a 

legitimate problem of a lack of supply of funds . But it is 

also possible that the lac/< of lending is a symptom of a 

deeper problem of insecure property rights. Banks are 

themselves a type of enterprise. And they may be 

unwilling to lend at higher volumes if they do not feel 

their investments will be protected, Alternatively, the 

outcome could be explained as a lack of sufficient 

demand on the part of firms. The cumulative impact of 

a weak investment climate, the higher indirect costs, and 

challenges of production and delivery may make the 

required rate of return too high to demand additional 

funds. 

The results show that weak infrastructure (combin

ing losses fr0111 power and transportation) is associated 

with lower productivity. In regressions controlling for 

firm characteristics and country and sector dummies, the 

effect of a one standard deviation deterioration in infra

structure is associated with a decline in productivity of 

more than 5 percent. The impact on employment 

growth is also strong; better infrastructure is associated 

with 7 percent more firms expanding their employment 

(see Figure 6). 

Interactions with government have strong effects on 

both productivity and employment, underscoring the 

importance of consistency of regulations and their effi

cient enforcement. The time spent with officials in 

inspections is associated with lower productivity. The 

overall time management has to spend dealing with offi

cials has an even larger effect on lowering employment 

growth. Figure 7 shows the effect of greater protection 
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Box 1: Making finlnce work far AfriCI 

Firm competitiveness in Africa continues to be constrained by 
the high cost of finance and limited access to it. The financial 
sector is largely failing to meet the private sector's needs. 
Financial markets on the continent are less developed than the 
worldwide average, even after taking into account average per 
capita income and inflation. Africans also have disproportionately 
high offshore deposits. Interest margins are high; international 
comparison pinpoints small scale, property rights institutions. 
and a lack of competition as being among the important causal 
factors. Most organized securities markets are small and inac
tive; institutional investors often concentrate on bank deposits 
and real estate instead. Microfinance has improved its outreach, 
though access rates in African countries remain behind those in 
other regions. 

However, things are changing for the better in African 
finance. Credit growth is under way after a long pause. Solid 
new intermediaries are entering the marketplace. and the reach 
of microfinance is growing steadily. Strengthened by an extended 
wave of reforms over the past decade, financial systems in 
many African countries have begun to diversify their activities, 
deepen their lending. and increase their reach with new products 
and new technologies. Financial repression and the practice of 

directed credit are both much diminished, and there has been 
extensive privatization of state-owned banks-often to foreign
owned banks, the re-entry of which represents only one aspect 
of a growing potential in internationalization and regionalization. 

But there is still much left to do. The continued shallowness 
of finance, and the limited access by small firms and house
holds to any formal financial service8-8specially in rural 
areas-means that these developments represent just a turning 
of the corner. The environment for financial firms remains diffi
cult, and progress has not been as fast as had been hoped. 
With the entrance of mobile phones. satellite phones, portable 
computers, and smart cards into the African market, there is 
great potential for technology to help overcome remoteness 
and process-cost barriers to providing payments and making 
deposits. as well as other types of financial services. Many 
success stories are already in the making-the development 
challenge lies in identifying these success stories and scaling 
up their outreach to full potential. 

Source: Honohan and Beck. 2007. 

Figure 6: Across countries. stronger infrastructure is associated with higher employment growth 
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Figure 7: Across countries. stronger property rights are associated w ith more employment growth 
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Source: World Bank Enterprise Surveys, 2002-2006. 

Note: Regression controls for GOP per capita and the share of firms in different sectors, size categories, export status, and ownership. The figures display partial 
regression results, so the axes are expected values controlling for GOP per capita and firm characteristics. 

of property rights on employment growth. A similar 

picture emerges on measures of property rights regard

ing courts as well as crime. 

Geographic groupings 

These basic findings corroborate that infrastructure, 

fmance, and institutions matter for firm performance. 

But is the impact of these variables themselves related to 

broader country characteristics? The impact can vary for 

two reasons. First, the average level of conditions can be 

worse in a location. Second, the impact of the same level 

of conditions has a bigger effect on firm performance. 

We have seen that landlockt:d countries report greater 

constraints with infrastructure and that access to trans

portation services (including ports) is less reliable. Is the 

impact on firm performance also greater in these coun

tries? The answer is yes. Controlling for the various 

country characteristics, landlocked countries are up to 

40 percent less productive, a disadvantage that is further 

exacerbated by weak infrastructure that can reduce pro

ductivity by a further 10 percent. This reinforces that 

tackling infrastructure issues is particularly pressing in 

landlocked countries. 

Countries with greater manu[1cturing exports are 

significantly more productive, and to a lesser extent so 

are those with natural resources (all controlling for GDP 

per capita). Weak infrastructure and custom delays are 

also particularly damaging in more manufacturing 

intensive countries-both environments where access to 

markets are at a premium (see Box 2), 

Having more-developed financing services is strongly 

associated with higher productivity, raising productivity 

by almost 15 percent. However, this potential benefit is 

reduced by a third in landlocked countries and in 

natural resource intensive countries. The effect is closer 

to 25 percent in middle-income countries. 

What matters in explaining differences in average 

performance within countries 

The large sample sizes and rich variation in conditions 

faced by firms in the same location make it possible 

to test for how investment climate conditions impact 

employment growth and productivity based on within

country variations. The results are based on including a 

wide set of objective indicators into regressions. They 

look at variations within countries, controlling for firm 

characteristics. Box 3 summarizes results from country

specific analyses of the impact of the investment climate 

on firms. 

Figure 1 demonstrated variations in productivity 

across countries; there is also a large range of productivi

ty levels within each country. In general, smaller firms 

tend to have lower labor productivity. The comparison is 

most dramatic in the case of South Africa; while large 

firms are among the most productive in the region, 

most small firms' labor productivity is close to the 

region'S overall average. In Botswana, Mali, and 

Swazi.land, productivity also rises dramatically with firm 

size. In countries with low overall value-added per 

worker, the absolute differences are smaller. But even 

39 



40 

en 

g 
Ul 

C 

Q) 

E 

Cl 
C 

c 
Q) 

"'C 

u 
co 
0
E 

e 
Cl 
C 

~ 
co 
E 
~ 
u 
c 
Q) 

co 
E 
~ 
u. 

N 

Box 2: ImpravIDl praepecta far expo.... 

Recently, there has been much concem about Africa's export 
performance. Africa's share of world exports has declined in 
recent decades, and most countries in Africa are still highly 
dependent upon a narrow range of primary commodities for 
their export eamings. The poor performance of manufacturing 
exports has been a particular concem-especially as exporting 
can help improve productivity.! 

There are a number of dimensions in which policies can 
help. Easing restrictive trade and customs regulations appears 
to encourage exporting. In recent years, many countries
including most of the countries in this study-have reduced 
tariff and nontariff barriers to trade. However, other problems 
remain. For example, customs administration is slow and prone 
to corruption in many African countries-enterprises in 
Tanzania reported that on average it takes about 12 days 
for exports and 19 days for imports to clear customs. In 
comparison, it takes only 2and 3 days for exports and imports 
respectively to clear customs in the Philippines. Staps to 
improve customs administration could therefore be helpful. 
For example, reducing physical inspections of goods when 
appropriate and minimizing contacts between customs adminis
tration staff and importers and exporters could reduce both 
processing times and opportunities for corruption.2 Programs 

to encourage exports, such 88 duty-drawback schemel. are 
often poorly administeredwith long delays for payments and 
refunds. 

Improving infrastructure is often highlighted as away to 
improve exports. However, in an eight-country study in Africa, 
the empirical results provide only relatively weak support for 
the assertion that the quality of domestic transportation infra
structure affects export performance. Instead, improving 
communications facilities held greater promise. Enterprises 
with Intemet connections are more likely to export than enter
prises without The Intemet provides an important tool to 
contact suppliers and customers, to leam more about overseas 
markets, and to publicize afirm's products. In addition, 
increasing the use of information technology-and improving 
procedures so that it is used efficiently-can often accelerate 
customs processing. A recent program in Ghana reduced 
average processing times from weeks to only a few days.3 

Source: Cllrke. 2005. 

1 See Bigsten et II .• 2003; Mengistee end Pattillo. 2004. 
2 See De Wulf, 2003; O. Wulf Ind Finet.u. 2002. 
3 World Blnk, 2004. 

there, proportio nately some o f the differences are large. 

In Burundi and Uganda, median large firms are twice as 

productive as median small firms. 

Which dimensions o f the investment climate are 

associated with these differences in productivity within 

co untry? Figure 8 shows the relative contributions of 

the most significant variables, taking into account differ

ences in capital intensity, firm age, firm ownership, and 

sector. The most significant impact is associated with the 

control o f corruption . R educing irregular payments and 

the discretionary interpretation of regulations by 10 per

cent is associated with a 2 percent rise in productivity. 

Regulations, particularly ineffi cient delivery of services, 

were also important. Improving the efficiency of services 

by 10 percent would be associated with a rise in pro

ductivity of 1 percent.The role of finance was, surpris

ingly, not always significant. If it was entered on its own, 

it did indeed have a large and significant impact on 

productivity. H owever, once all the other dimensions 

were included simultaneously, variables such as the share 

of finan cing from formal external sources only remained 

significant in certain country groupings (especially 

manufacturing-intensive, middle-income, and resource

ri ch countries). 

Turning to employment growth, a somewhat differ

ent set of variables is important . In this area, improving 

access to finance would have the largest impact. Increasing 

by 10 percent the extent to which firms have overdrafts 

or use formal external sources to finance investments 

would be associated with a 4 percent increase in 

employment growth. Improving the availability of 

skill ed workers had the second biggest impact, followed 

by regulations (efficiency of government services), infra

structure (electricity and transportation), and property 

rights (see Figure 9). 

It is striking that the o bjective measures associated 

with firms' reported top constraints are all statistically 

signiftcantly associated with firm performance, whether 

that is higher productivity or higher employment 

growth. (The one exception is tax rates, for which the 

Enterprise Survey did not include objective indicators 

in all countries.) Access to finance, electricity, regulatory 

uncertainty (property rights and consistency of enfo rce

ment), and corruptio n are repeatedly identified as the 

key variables impacting performance outcomes. 

Does "who you are" affect what matters to you? 
The discussion so far has focused on comparisons at the 

national level. But the data reveal that there is a great 

deal o f variation across different types of firms within 

countries too. More than export status or ownership, the 

size of the firm matters. 



lux 3: Impact of _ ......eat climate i...... at .... country level 'ullCbtd coUldri.., 

The specific investment climate issues for each country 
have been reported in the respective Investment Climate 
Assessments, published regularly by the World Bank Group. 
The Investment Climate Profiles, which draw on the same 
World Bank data, are available at the end of this Report. Here 
are some of the highlights for selected countries from different 
country groupings. 

SOlIdI Africa has the highest average firm productivity levels. 
Production tends to be capital intensive and shows high labor 
costs compared with China, Malaysia, and Poland. Labor costs 
are disproportionately high for managers. The main investment 
climate constraints are lack of skills, macroeconomic instability, 
labor regulations, and crime. Exporting firms complain specifi
cally about the lack of macroeconomic instability, which is 
understandable given the extent of the fluctuations of the rand 
in recent years. Domestic firms report greater concerns about 
the lack of access to and cost of financing. Firms are often 
self-reliant, particularly with regard to financing and to training. 
The cost of crime is high. In contrast with many other countries 
in southem Africa, losses due to power outages are modest and 
the cost of power is low. Tax rates are also relatively low, but 
costs associated with crime are high. Employment growth for 
permanent workers is higher in some specific sectors, mostly in 
large firms. The construction sector is expanding significantly, 
an indication that there is optimism about South Africa's 
continued prospects. 

Ke..,. has a comparable share to that of China and higher 
than India of firms performing above the region's median level 
of value-added per worker. But its labor costs are higher than 
both of these countries. And China and India produce the same 
valUe-added per worker with lower levels of capital. Exports 
have grown in Kenya. but much of this has been driven by a 
few successful firms. It has a well-developed financial sector 
and a falling cost of capital. But its interest rate spreads remain 
high and there are high transaction costs of capital for smaller 
firms, both contributing to relatively low rates of investment. 
The main investment climate constraints are corruption, crime, 
and infrastructure. 

Only 40 percent of Zalnllia'. firms achieve a level of labor 
productivity above the region's median. It has relatively 
capital-intensive industries, aboutlliree times higher than its 
East African comparators. Nominelwages are low, but they 
are offset by low productivity, poo'" educated workers, and 
costly labor regulation requiremenl8. The main constraints of 
investment climate include four elements. 

1. 	The high cost of capital depreaees incentives for investment. 
especially for smaller firms wid! no access to microfinance. 
The average surveyed firm witft B loan paid an annual 
interest rate of over 28 percent. 1t is not uncommon for 
collateral requirements to wellIXceed the value of the 
loan being sought. 

2. 	 Despite reform, taxation and tlQ( administration continue to 

inhibit profitability. The tax bu. n in Zambia is high relative 
to that of comparator countriet. Frequent and unpredictable 
changes in procedures and badly trained officials with 
wide discretionary powers invlbJ corruption and arbitrary 
practices. 

3. 	 Of the firms in Zambie, 57 percent cite regulatory uncertain
ty as an important problem, compared with only 28 percent 
of Ugandan firms. Inconsistent,olicies-such as the recent 
change in immigration laws requiring all non-Zambians to 
renew unexpired permits at hi. costs-increase firms' 
perceived risk In investment 

4. 	Perceptions of weak law enforcement and fierce corruption 
hinder investment. Although n percent of Zambian firms 
claimed losses from theft or other crimes in the previous 
year, less than half of these caseswere reported and only 
a quarter of these were solveti 

Source: World Bank Investment Climate Assessments for the respective 
countries, 2002-2008. 

Note: For additional examples, please vlllt http://www1.woridbank.org/ 
rped/index.asp. 
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Figure 9: The impact of constraints on employment growth (variation within countries) 

Finance Skills Regulations Infrastructure Property rights 

Source: World Bank Enterprise Surveys. 2002-2006. 

Note: Based on regressions controlling for firm size, age, ownership, export status, sectors, and country, and controlling for possible endogeneity of investment cli
mate measures. The bars represent the joint contribution of objective variables in each category, with all groups included simultaneously. All are significant at 
the 5 percent level. 

Size matters both in objective measures of investment 

climate conditions and in the actual impact of these 

conditions. Larger firms are significantly more likely to 

report more issues as constraining than micro or small 

firms, and there are differences in relative priorities. 

Figure 10 shows the differences in constraints across 

sizes of firms . It looks at the probability that small, 

medium, and large firms rate a constraint as "major" or 

"very severe" in comparison with the average rate at 

which micro firms rate the same constraints. The first 

column of bars shows the overall level of complaints. 

Compared with micro firms, the levels of complaints 

rise with firm size in almost all areas. 

The areas with the strongest pattern by size are the 

availability of skills and labor regulations . Large firms are 

60 percent more likely to report these as constraining. 

Since large firms have large workforces and face greater 

requirements regarding hiring and firing practices, this is 

not too surprising. Nor is it surprising that customs reg

ulations are also seen as more important for large firms. 

The one area where the smallest firms do register a 

greater level of complaint than larger firms is the lack of 

access to finance. Large firms are almost 60 percent less 

likely to see that as a top constraint. And, indeed, they 

are significantly more likely to have access to formal 

external financing. 



Figure 10: Constraint perception and firm size (variation within countries) 
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Note: Based on regressions controlling for firm characteristics. sector dummies. and country dummies. This is the variation within countries rather than across 

countries. 

The objective numbers indicate that the smallest 

finns experience more frequent power outages. Yet 

micro firms are less likely to complain. It is the largest 

firms that complain the most-this despite the fact that 

the majority of these firms have generators. This is an 

example where firms are likely to have adapted their 

production process or way of doing business to the 

existing conditions. Precisely because it is hard to get 

reliable access to electricity and because the unit costs of 

generated electricity are so high for small amounts, most 

small firms have less automated processes-and thus 

don't see the issue as constraining. 

What is somewhat surprising is that micro firms are 

only 10-15 percent less likely to be concerned with 

either taxes or tax administration than their larger coun

terparts. Particularly because many are informal firms

and so they do not comply with tax regulations-one 

might have expected a bigger jump with size. However, 

the data also show that compliance with the tax author

ities is a matter of degree across the entire size spectrum. 

Many firms of all sizes report that "firms like theirs" do 

not report substantial shares of their income to tax 

authorities, and that they give "gifts" to inspectors. 

Corruption payments are higher for micro firms than 

for small firms . 

Turning to a firm's export status, exporters share 

many of the same concerns as large firms. Controlling 

for firm size too, one area where exporting finns report 

significantly lower constraints is tax rates. This would be 

consistent with various programs that aim to promote 

exporting, including several that provide tax breaks or 

rebates to exporters. 

Foreign finns are relatively more concerned about 

telecommunications and customs than domestic firms . 

However, controlling for size and export status, the 

remaining significant result is that foreign-owned firms 

are less constrained by finance. Given that many can tap 

into funds of the parent firm or have greater access to 

international fmancial markets, this result is as expected. 

A firm's performance itself can also affect what 

issues are most constraining, even after taking into 

account firm characteristics, the firm's objective experi

ence, and country characteristics. Compared with firms 

that maintained stable levels of employment, both 

expanding and contracting firms report greater con

straints-but they complain about different things. 

Contracting firms report constraints that on average 

are 10 percent higher than stable finns, while expanding 

firms' complaints are 4 percent higher. Two issues stand 

out for contracting firms: corruption and labor regula

tions. Firms that are reducing their workforce are 21 

percent more likely to report that corruption is a major 

or severe constraint, controlling for firm characteristics 

such as size, ownership, sector, country dummies, and 

objective measures of the issue. There are different 

explanations for why contracting firms see corruption as 

more problematic. The first is that they see competitors 

being able to get ahead by paying bribes or they see that 

vested interests have rigged the rules of the game in 

their favor. They are either not willing or unable to pay 
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to secure these benefits, and so they are not able to 
c:: '" thrive in this environment-and identity the corrupto 

'" c:: system as being in part to blame. Second, the potential
Cl) 

E benefits to a firm of paying bribes are not the ones of 
Cl 

.;:::; 
 greatest importance to declining firms. If bribes are 
.!: 


intended as speed money to obtain licenses or govern
~ 
Ol ment services, these may be more beneficial to expanding c:: 

~ than contracting firms. So corruption is more of a cost 

C 

Cl) without a benefit. A third explanation is that officials 
-c 

may seek out declining firms for additional payments. 
'-' m 
D- These firms are likely to be less well positioned to seek 
E 

recourse, and so may reinforce the firm's decline . 
.8 

Contracting firms are also 19.5 percent more likely to Ol 
c:: 

report labor regulations as a major or severe constraint . 
m 
E As mallY labor regulations aim to protect workers and 

.;:::; 
'-' c:: often restrict a firm's ability to fire people, this is not 
Cl) 

co surpnsmg.
E 
2 In contrast, firms that are expanding and hiring

LL.. 

workers see the lack of finance and crime as key con

straints. Expanding firms are 10 percent more likely to 

report finance as a major constraint, even though most 

of these firms do have access to some external finance. 

The fact that the issues that constrain expanding finns 

are not always the same that constrain contracting firms 

reinforces the message that priorities can vary by who 

you are. 

44 
Does the impact of objective measures also vary by "who 
you are"? 
That subjective rankings of constraints can vary by who 

you are-for example, small or large firms-could be 

the result of differences in the objective conditions faced 

by different firms, or could be because the same condi

tion has differential effects by type of firm. This section 

tests for the latter effects. There is some evidence for this 

differential effect in terms of corruption and property 

rights, although less so for finance and infrastructure. 

The results are more pronounced in their effect on 

employment growth than on productivity. 

Lessening regulatory burdens, including the time 

spent with officials, arc associated with higher growth, 

particularly for small finns. These interactions could be 

providing openings for bribes-and indeed the impact 

of corruption is greater on small firms. It could also be 

that officials are more likely to be providing beneficial 

services to larger firms . Consistent with this too is the 

importance of strengthening property rights. Such 

reforms would benefit all firms, but particularly the 

smallest firms. 

Greater access to finance and reliable infrastructure 

helps all firms. Smaller firms report less access to reliable 

services. Looking at individual measures of infrastruc

ture, the same improvement in electricity would have an 

additional impact on smaller firms, but the effect is only 

1 percent of employment growth. 

Within finance, the effects vary somewhat over 

sources of finance. For micro firms, access to an over

draft accounts for much of its boost to employment 

growth. For larger finns, there is an additional boost of 

3 percent to employment growth based on access to 

formal loans. Overall, smaller firms do complain more 

about access to finance as an obstacle to the growth of 

their firm. As they are significantly less likely to have 

access to external finance and fmance is positively asso

ciated with employment growth, improving access to 

finance will benefit the smaller firms the most. 

Conclusion 
The factors that firms report as being constraining are 

indeed those that have the greatest impact on productiv

ity and job growth. Access to finance is the top con

straint overall. Across countries this variable is strongly 

associated with higher productivity, while the effect 

within country is stronger for employment growth. 

Illfrastructure ranks as the second constraint. It is highly 

correlated with employment growth, across and within 

countries, and also affects productivity within countries. 

Property rights are also correlated with employment 

growth, particularly for smaller firms. 

The results of the Enterprise Surveys also confirm 

that the prescriptions are not universal. Top constraints 

vary by country (see the Investment Climate Profiles in 

Part 2.2) and they vary within country by firm charac

teristics and by a firm's performance. Unreliable or cost

ly infrastructure is particularly constraining in land

locked countries, where it hampers access to markets, 

and in countries with greater concentration of manufac

turing exports, where timely delivery is increasingly 

important. A more-developed financial systelll and con

sistent regulations are associated with better outcomes, 

particularly in lower-income countries. And addressing 

skills and improving access to finance are most helpful 

to expanding finns, while labor regulations and corrup

tion are 1I10st constraining to contracting finns . 

Notes 
Eifert et al. 2005. 

2 World Bank 2004. 

3 The chapter looks at two measures of productivity. Labor productivity 
is value-added per worker, while total factor productivity also con
trols for the capital intensity of production. The figures in the 
chapter that illustrate outcomes across country use the simpler 
labor productivity. However, the variations within country look at 
total factor productivity. 

4 Bosworth and Collins 2003, p. 122 . 

5 Ndulu et al. 2007, p.50. 

6 Labor productivity is measured as value-added per worker. As pro
ductivity can vary by firm size and the size distribution varies 
across country samples. this chart is restricted to small and medi· 
um sized firms between 10 and 150 employees. It does not 
weight country samples, but treats each obseNation equally. 
Figures are converted to 2005 US dollars. Note that the choice of 
base year can affect the results of countries with volatile 
exchange rates. such as South Af rica . 



7 The results are based on the survey samples. If census data were 
available, these proportions could be estimated more precisely. 

8 Some of these differences can be the result of differences in sam
pling . The guidelines for sampling were the same for all countrLes. 
However, in some cases the available population frame had differ
ent size cutoffs (that is, firms had a minimum of 5, 10, or 20 
employees), or the key sectors selected had sl ightly different size 
distribution of firms . How recently the sampling frame was con
stwcted also had some impact, as smaller firms were more likely 
to move or close down. The figures in this chapter are restricted 
to firms in the 11-150 employee range to improve comparability. 

9 For many small business owners, these microenterprises are not the 
start of an ambitious entrepreneurial endeavor, but rather repre
sent the only opportunity available. And, because many of them 
would face increased costs of complying with regulations if they 
were to expand in size, it is natural that employment growth is 
lower among these firms . 

10 On the technical side, the representativeness of the respondents is 
important. It should be noted that although firms were randomly 
selected, the size distribution of firms does vary slightly across 
countries because of differences in available sample frames . To 
ensure that the size distribution is not driving results, most of the 
cross-country comparisons use only small and medium firms. 

11 A fourth dimension of aggregate indicators (for example, inflation, 
trade openness, and so on) was also added at this stage, but 
received the lowest weighting. 

12 See www.freedomhouse.orgJ. 

13 One potential concern is the extent of reverse causation: that it is 
the firm's performance that determines the investment climate 
condition. For many of the issues this is improbable, but for some 
it is a possibility. For example, measures of regulatory burden, 
corruption, and finance could all be affected by how well the firm 
is doing. More-productive firms should face an easier time 
accessing finance. r he effect on corruption could actually go 
either way-officials could target better performing firms as they 
are on the radar screen and would have a greater ability to pay, 
but they could also have greater recourse against such officials. 

To control for possible endogeneity, investment Climate conditions 
are averaged by firm size-sect or-location. This approach makes 
the indicator exogenous to the particular firm while representing 
the broader environment in which it operates. This is equivalent 
to using size-sector-Iocation dummies as instruments. The test of 
over-identifying restr ictions shows one cannot reject their validity 
as instruments. 

Another potential concern is omitted variable bias. The results 
shown here control for all the investment climate variables simul
taneously. The variables cover many dimensions of the broader 
Investment climate, making it less likely that a significant variable 
is omitted. The variables are all jointly significant at the 1 percent 
level. 
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Appendix A: The Enterprise Surveys 

Firm-level data have been collected in Africa since the 

early 1990s through the Regional Program on 

Enterprise Development (RPED) within the Africa 

Private Sector Group of the World Bank. Started as a 

program funded by the multidonor community, RPED 

carried out a number of surveys of formal manufactur

ing enterprises in Africa using local universities and 

research organizations teamed with well-known inter

national universities. The program's principal objectives 

were (1) to develop a better understanding ofAfrican 

private enterprise behavior and performance and (2) to 

determine the extent to which specific aspects of the 

"enabling business environment" (that is, the prevailing 

structure of incentives, institutions, and business sup

port infrastructure and services) hinder the potential 

for industrial success. 

Over the years firm-level survey data collection 

was adopted by all the regions of the World Bank, first 

through the Investment Climate Surveys program in 

2002, and later through the Enterprise Survey initia

tive in 2006. At that time RPED participated in a 

Bank-wide effort to standardize firm-level data collec

tion in order to ensure the collection of comparable 

data throughout the world . 

The objectives of the Enterprise Surveys and 

Investment Climate Assessments are to: 

• 	 evaluate the determinants of firm productivity; 

• 	 determine firms' access to finance ; 

• 	 review the characteristics of the labor market 


including investment in training; 


• 	 estimate the impact of HIVI AIDS on the private 

sector in Africa; 

• evaluate the business environment, including the 

impact of regulatory and administrative barriers to 
the cost of doing business; and 

• 	 identifY the obstacles to increasing exports in the 

regional and international marketplace. 

The methodology adopted in these surveys con

sists of face-to-face interviews with managers of firms 

in the manufacturing and services sectors in the formal 

sector. A group of informal firms is also included in 

the sample. Around 400 establishments are surveyed 

from the population of firms through stratified sam

pling. The questionnaire is administered to general 

managers or owners, accountants, and human resource 

managers. The core questionnaire collects both objec

tive and subjective indicators of the business climate 

and it is organized into two parts. The first part seeks 

managers' opinions on the main constraints in the 

business environment. The second part focuses on 

productivity measures and is often completed with 

help from the chief accountant or human resource 

manager. 

The Enterprise Surveys sample from the universe 

of registered businesses and follow a stratified random 

sampling methodology. Informal firms are sampled 

through area sampling. A small number of sectoral sub

samples are included to provide measures of productiv

ity that can be compared internationally. Because the 

distribution of establishments in most countries is 

overwhelmingly populated by small and medium 

enterprises, surveys generally oversample large estab

lishments. More information about the surveys is avail

able at http://www.woridbank.org/rped or 

http://www.enterprisesurveys.org. 

In this chapter we have used the most recent data 

for 34 countries in Africa covering over 11,590 firms. 

Table 1 describes the sample composition and year of 

data collection. 

Table 1: Sample composition of Enterprise Survey 
data in Africa 

Country Survey year Ollservations 

1 Algeria 2002 557 


2 Angola 2006 540 


3 Benin 2004 197 


4 Botswana 2006 444 

5 Burkina Faso 2006 51 


6 Burundi 2006 407 

7 Cameroon 2006 119 


8 Cape Verde 2006 47 


9 Congo, Oem. Rep. 2006 444 


10 Egypt 2006 996 

11 Eritrea 2002 79 


12 Ethiopia 2002 427 

13 Gambia 2006 301 


14 Guinea-Bissau 2006 296 

15 Guinea-Conakry 2006 327 

16 Kenya 2003 284 

17 Lesotho 2003 75 


18 Madagascar 2005 293 

19 Malawi 2005 160 


20 Mali 2003 155 


21 Mauritania 2006 361 


22 Mauritius 2005 212 


23 Morocco 2004 850 


24 Mozambique 2002 194 


25 Namibia 2006 429 


26 Niger 2006 125 


27 Nigeria 2001 232 


28 Rwanda 2006 340 

29 Senegal 2003 
 262 


30 South Africa 2003 603 

31 Swaziland 2006 429 


32 Tanzania 2006 484 

33 Uganda 2006 663 


34 Zambia 2002 207 


http:http://www.enterprisesurveys.org
http://www.woridbank.org/rped
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Appendix B: Country classification 

Low-income countries 

Benin 
Burkina Faso 
Burundi 
Cameroon 
Congo, Oem. Rep. 
Ethiopia 
Gambia 
Guinea-Bissau 
Guinea-Conakry 
Kenya 
Lesotho 
Madagascar 
Malawi 
MaN 
Mauritania 
Mozambique 
Niger 
Nigeria 
Rwanda 
Senegal 
Tanzania 
Uganda 
Zambia 

Middle-income countries 

Algeria 
Angola 
Botswana 
Cape Verde 
Egypt 
Mauritius 
Morocco 
Namibia 
South Africa 
Swaziland 
Tunisia 

Countries with no oil/no resources ' 

Benin 
Burkina Faso 
Burundi 
Cameroon 
Cape Verde 
Egypt 
Ethiopia 
Gambia 
Guinea-Bissau 
Kenya 
Lesotho 
Madagascar 
Malawi 
Mali 
Mauritius 
Morocco 
Niger 
Rwanda 
Senegal 
South Africa 
Swaziland 
Tanzania 
Tunisia 
Uganda 

Countries wltII oil or resourcas' 

Algeria 
Angola 
Botswana 
Congo, Oem. Rep. 
Guinea-Conakry 
Mauritania 
Mozambique 
Namibia 
Nigeria 
Zambia 

~I 
2 '" '\ 

I '"c 
0 

c'" 
Q) 

ENonmanu/acluring-intensa1 la~d locked countries 
Cl 

Algeria 
Angola 
Benin 
Botswana 
Burkina Faso 
Burundi 
Cameroon 
Cape Verde 
Congo, Oem. Rep. 
Egypt 
Ethiopia 
Gambia 
Guinea-Bissau 
Guinea-Conakry 
Kenya 
Madagascar 
Malawi 
Mauritania 
Mozambique 
Niger 
Nigeria 
Rwanda 
Tanzania 
Uganda 
Zambia 

_,,"emring-lntansa2 

Botswana 
Burkina Faso 
Burundi 
Ethiopia 
Lesotho 
Malawi 
Mali 
Niger 
Rwanda 
Swaziland 
Uganda 
Zambia 

CoIItaI countries 
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Lesotho 
Mali 

Algeria 
Angola 

47 
Mauritius Benin 
Morocco Cameroon 
Namibia Cape Verde 
Senegal COIlilO, Oem. Rep. 
South Africa Egypt 
Swaziland Gambia 
Tunisia Guinea-Bissau 

Guinea-Conakry 
Kenya 
Madagascar 
Mauritania 
Mauritius 
Morocco 
Namibia 
Nigeria 
Senegal 
South Africa 
Tanzania 

I 

1 Oil or resource rich: share of ore or stones exports (percent GOP) is .,10 percent or share of fuel exports (percent GOP)., 20 percent. 
2 Manufacturing-intensive: share of manufacture exports (percent GOPI .,10 percent. 

, 
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Appendix C: Principal components methodology 

We start from the assumption that entrepreneurs look 

at and compare a wide range of features of the busi

ness climate in each country when deciding to invest. 

More specifically, we assume that investors take into 

account not only the general business environment 

(inflation, growth rate, market size), but they also con

sider other f.Ktors more closely related to the produc

tion process such as inputs (cost of finance, availability 

of skilled workers, and so on), infrastructure (reliability 

of energy, transport, and so on) and institutions (secu

rity, efficiency of government services, and so on). All 

these variables come from the Enterprise Survey data . 

To simplify the comparisons across variables, they are 

grouped into four clusters that reflect these dimensions 

of the business environment. The results presented here 

have focused on the more objective measures, but a 

similar exercise could be carried out using more sub

jective data. 

Our aggregation approach of principal compo

nents is one of the many that can be used. Different 

indexes can be built with the same set of variables 

depending on which aggregation method is adopted. 

From a methodological point of view, a critical deci

sion in any aggregation of variables is how to weight 

the individual components. 

The methodology chosen enables us to achieve 

two main objectives. First, it IIses ir!fiJYfnatioll in the data 

themselves to choose the relative weights across il/dicalors. 

Albeit all the available investment climate indicators 

are important to an investor, we postulate that not all 

of them are equally important in the characterization 

of the investment climate in a country. That is, for 

instance, while access to credit and to the Internet are 

both important factors of the business environment, 

investors will value improving access to credit differ

ently than they will value improving access to the 

Internet. Second, because the individual components 

of the index do not have the same unit of measure

ment, an il/dex is needed that converts the measure inlo 

comparable IIlIits. 

Principal component analysis meets these two cri

teria. It converts all the indicators in the same unit so 

that they can be easily aggregated. The methodology 

then identifies groups of indicators or "factors" that are 

correlated across countries and that together explain 

the greatest amount of overall variation . These factors 

are finally aggregated, using as weights the share of the 

total variance explained by each factor. As the proce

dure generates many factors, the number of [Ktors 

selected is that which is necessary to account for at 

least 75 percent of total variation . 

The analysis is carried out in two stages. First, 

principal components are used to aggregate indicators 

in each area of the investment climate. A second stage 

uses principal components to combine the aggregated 

indicators into a composite measure. As factors tend to 

emphasize particular variables, factors are often associ

ated with a small number of indicators. Looking at the 

f.Ktors, particular those explaining the largest shares of 

the variance, helps identifY the indicators that are par

ticularly important in the composite series. 
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Competitiveness and 
Investment Climate in 
SANE Economies 
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Q) 

E 
oThis chapter analyzes the four largest economjes in c:: 
o 
UAfrica (South Africa, Algeria, Nigeria, and Egypt-called LJ..J 

LJ..J
the SANE). It explores the structure, performance, and Z 

<t 
competitiveness of the SANE economies. The chapter U) 

c:: 
also examines the major investment constraints facing 2 

co
firms in these countries and discusses the policy impli E 

cations of the findings. In addition, this chapter makes 
c: 
Q)some comparisons of competitiveness and investment 
§

climate in the SANE economies and the BRIC en 
Q) 
::

economies (Brazil, Russia, India, and China). c: 

'C 
c: 
co 
en 

Q) '" The SANE economies in context c:: 
Ql 

Africa is a vast continent with 53 countries. However, 
::> 

the SANE group of four countries represents almost a 
.~ 

Cl. 

E
fifth and a third of the continent's land mass and popu- o 

u 
lation, respectively, and accounts for slightly more than (Y) 

half ofAfrica's total GDP in both nominal and purchasing 

power parity terms. The remaining 49 countries, with 

two-thirds of the region's population, have 45 percent of 

Africa's GDP. Remarkably, the SANE group also shares 

half or more ofAfrica's exports, total trade, foreign 

direct investment, and foreign reserves (Tables 1 and 2 

and Figure 1). 

The relative economic size and importance of the 

SANE is even more pronounced at the subregional 

levels. South Africa accounts for four-fifths of the total 49 
output in Southern Africa. Within its immediate subre

gion, Nigeria is one of 15 countries in West Africa that 

make up the Economic Community ofWest African 

States (ECOWAS) but it accounts for half of its popula

tion and more than two-thirds of the subregional 

output. Algeria and Egypt also account for more than 

half of the total output in North Africa . 

As a group, SANE compares relatively "vell with 

global emerging economies that make up BRIC. The 

average per capita income in 2005 was higher in the 

SANE economies (US$1,841) than in the BRlC 

economies (US$l ,669). Although the population of the 

SANE is about 26 percent of India's population, the 

nominal GDP of the SANE represents 70 percent of 
India's GDP. The SANE's population and GDP are 22 

percent and 24 percent of China's population and nomi

nal GDP, respectively. In 2005 SANE attracted US$16.2 

billion worth offoreign direct investment (FDI), which 

was two and halftimes the FDI to India (Table 2). FDI 

to the SANE as a group were also higher than FDI to 

Brazil or Russia. 

The authors would like to acknowledge the service provided by Sana 
Harrabi and Lobna Bousrih. research assistants at the AlDB . The chap· 
ter reflects the views of the authors, and not necessarily of the AlDB. 
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V) 

OJ 

E 
g Table 1: The relative importance of SANE economies 
a 
u 

L.LJ 

L.LJ 2006 or most recent year (unless otherwise specified) 
z 
<r SANE ECONOMIES REST OF AFRICA 
tI) 

c Landlochd Coastal T~ 
Indicators SouthAfrica Algeria Nigeri. Egypt SANE counuias coonuiu AfrIca 

~ 
ro I. Area (thousand km2) 1,221 2,382 924 1,001 5,528 10,324 14,455 30,307E 

- 2. Population (millions) 48 33 134 75 291 284 349 924 
C Share of Africa (percent) 4 15 8 32 31 38 100 
QJ - ----. 
§ 3. Nominal GOP (US$ billions) 262 128 120 104 613 95 385 1,093 
V) 

OJ 56> Share of Africa (percent) 24 12 11 10 9 35 100 
C 

4. GOP (US$ billions PPP) 605 256 186 327 1,373 326 905 2,605
-0 
C Share of Africa (percent) 23 10 13 53 13 35 100ro 
V) 
V) 

OJ 
5. Annual GOP growth rate 1997-2006 (percent) 3 4 4 3 5 

C 
QJ 

> 
.;:::;  6. 

7. 

Investment ratio (gross capital formation. percent of GOP) 

Gross national savings (percent of GOP) 

19 

13 

31 

56 

20 

36 

18 

20 

21 

28 

21 

17 

20 

26 

21 

23 
OJ 
Cl. 

E 8. Foreign reserves (US$ billions) 23 82 49 23 176 15 122 314 
a 

U Share of Africa (percent) 26 16 7 66 5 39 100 

M 9. Trade balance (USS billions) 4 40 33 -11 57 17 

10. Current account balance (US$ billions) 14 31 19 2 38 24 35 

II. Share of African exports (percent) 16 16 16 5 52 6 42 100 

12. Share of African imports (percent) 23 8 10 10 50 9 41 100 

13. Export growth 1997-2006 (percent) 3 10 4 5 6 5 
----- I 

14. Import growth 1997-2006 (percent) 12 6 6 7 9 

15. FOI (US$ millions) 6,379 1,081 3,403 5,376 16,239 3,459 10.971 30,669 

Share of Africa (percent) 21 4 11 18 53 11 36 100 

Source: Oshikoya. 2007. 

Table 2: Economic indicators for the SANE and BRIC 
economies (2005) 

Nominal GOP per 
Population GOP (US$ capita FOI (USS 

Economies (millions) billions) (US$) millions) 

SANE ECONOMIES 

South Africa 48 240 5,100 6,379 

Algeria 33 102 3,086 1,081 

Nigeria 134 99 678 3,403 

Egypt 75 93 1.315 5,376 

SANE total 290 534 10.178 16,239 

SANE average per capita income 1.841 

BRIC ECONOMIES 

Brazil 

RUBsia 
India 

China 

184 

143 

1,094 

1.308 
775 

2225 

4,315 

5.348 
714 

1.703 

15.066 

14.600 

6.598 

72.406 

BRIC total 2,729 4,555 12,080 108.270 

BRIC average per capita income 1.669 

Source: FOI data are from UNCTAD Database, hnp://stats.unctad.org/FOI. The 
rest of the data are from IMF World Outlook Database, September 2006. 

The indicators that have often been found to be 

positively correlated with FDI in Africa are economic 

openness, especially to international trade; the quality of 

institutions and physical infrastructure in the host econ

omy; and economic growth and macroeconomic stabili

ty. Although the SANE economies have a competitive 

advantage over the other African countries in these 

indicators, natural resources-especially hydrocarbon 
and minerals-have influenced the flow of FDI into 

their economies. In the case of South Africa, an added 

motivation for FDI is the size of its local economy (it is 

the largest in Mrica), which is seen by many investors to 

be pivotal for regional production and trade. The creation 

of a functioning free trade area is likely to provide the 

economies of scale needed for profitable production, and 

thus should encourage more direct investment in the 

region . Ano ther key loca tion-specific dt!terminant of 

FDI in South Africa is its superior infrastructure, both 

physical and finan cial. 

Africa's competitiveness could be enhanced by the 

productivity of the SANE economies, which in turn is 

determined by the productivity of their firms. More 

than two-thirds of the largest 1,000 African companies 

are in the SANE economies. Thirty of the largest 50 

African banks are in the SANE economies. A few of 

these companies are beginning to tap into the much 

larger African markets. Therefo re SANE economies have 

72 



Figure 1: The 10 largest recipients of FOI from OAC donors. as percent of net total to Africa (1 998-2005) 

South Africa ••••••••••••••••••••••••••••••••• 34.1 

Egypt •••••••••••••••17.0 

Nigeria •••••••••• 10.3 

Morocco ••••••• 6.2 

Algeria •••••• 5.9 

Mauritius •••••• 5.6 

Equatorial Guinea •••••5.0 

Angola 2.5 

Gabon 2.4 

Tunisia 
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Source: AlDB, Statistics Department. 

Note: Total FDI to Africa from DAC donors was US58,7 billion for 1998-2005, 

the potential to serve as essential "growth poles" for 

other African countries. 

The concept of growth poles suggests that econom

ic development is not uniform over an entire region, 

but instead takes place around a specific pole such as a 

key industry or country. Both directly and indirectly, 

industries or countries that are linked then develop 

around this pole. SANE has four distinct comparative 

advantages that could facilitate these countries tapping 

into an integrated global economy and becoming 

potential regional growth poles for Africa: geography, 

resource endowments, market size, and an active private 

sector. First, they are resource-rich countries, with natu

ral resource rents accruing fi'om relatively diversified 

natural endowments in both agriculture and mining. 

Recent and projected commodity booms have enabled 

the SANE economies collectively to amass foreign 

reserves of US$175 billion. Algeria and Nigeria have 

reserves of US$130 billion, equivalent to half of their 

CDP and about the same as those of the remaining 49 

countries; on a per capita basis this is equal to China's. 

Algeria and Nigeria have also learned some lessons 

about managing commodity booms and busts as macro

economic volatility has dampened. 

The second potential factor in favor of SANE is 

physical geography. The SANE economies are strategi

cally located on the continent. Egypt is a country in 

northeastern Africa and southwestern Asia, Most of it 

lies in Africa, but its easternmost part, the Sinai 

Peninsula, is traditionally regarded as part of Asia. 

Through this peninsula, Egypt forms the only land 

bridge that connects Africa to Asia. Nigeria is well posi

tioned in the hub of West Africa and borders Central 

Africa. South Africa too is expediently situated in the 

southernmost part of the continent, where it plays an 

important and effective role in both the Maputo 

Corridor' and the Southern African Power PooP 

Algeria stands at the entrance to northwestern Africa. 

The SANE economies could take advantage of their 

inullediate regional surroundings to enhance their com

petitiveness and broaden their influence in Africa. 

The SANE economies are all coastal states. This fact 

could generate positive externalities by providing access 

to external markets, allowing landlocked neighboring 

countries to reduce the cost of exporting. Although the 

SANE economies together account for about 20 per

cent of Africa's land area, their access to the sea could 

act as a natural advantage that could foster openness to 

both intra-African trade and global trade. SANE's coastal 

structure could lend itself to the future development of 

industrial concentration and an agglomeration of cities 

similar to that in the easter.n seaboard of the United 

States and the southeastern seaboard of China. 

The third possible factor in favor of SANE is market 

size, which could provide opportunities for firms to reap 

increasing returns of scale and network effects. Per capita 

income is three times higher in the SANE economies 

than in the rest ofAfrica, and the growing middle class 

in these countries could provide a market size on which 

to capitalize. Africa's population is roughly divided 
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J:::l 	 Algeria's economy is heavily dependent on oil, with 
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Z petroleum accounting for 45.3 percent of GOP in 2005 « 
U) 	 (as shown in Figure 2). The services sector contributed 
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33.8 percent toward GOP and agriculture accounted for ~ 
ro 
E 8.3 percent. After almost a decade of economic stagnation 

u -partly the result of intern.al conflicts and political 
c -
Q) instability-in the past four years Algeria has begun to 
E 
en experience significant economic growth. During
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> c 2003-06 annual average real GOP growth rate of 
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-0 	 5.6 percent has been recorded because oil and gas 
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en production and revenue were boosted by the surge in 
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c international prices of these commodities. PrudentQ) 

>- macroeconomic management of oil windfalls has -
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increased foreign reserves sixfold to over US$82 billion 
E 
o in 2006 compared with US$12 billion at the end of 

2000. At the same time external debt, which represented 

two-thirds of exports in 1990, declined to 15 percent of 

exports in 2006. The government has also succeeded in 

curbing inflation to very low levels. 

Algeria's strong macroeconomic environment is 

ranked 2nd in the GCI even though the country ranked 

76th overall. There is also an encouraging trend with 

regard to improvements in public institutions, especially 

perceptions of government efficiency, and evenhanded

ness of the government in its dealings with the public. 

54 	 However, Algeria remains a factor-driven economy, with 

considerable lag in productivity drivers including market 

efficiency, access to financial markets, technological 

readiness, and innovation. Sustained improvements in 

productivity and economic growth are also affected by 

the high business costs of security and terrorism con

cerns and by high rates of unemployment. 

u 

Nigeria 
Nigeria's economy reflects a dichotomy between the oil 

and non-oil producing sectors. With estimated oil 

reserves of 35 billion barrels, Nigeria is the largest oil 

producer in Africa and the world's sixth largest oil 

exporter. The country also has an estimated 180 trillion 

cubic feet of gas, and the gas and oil reserves are expected 

to last 110 years and 40 years, respectively. As depicted 

in Figure 2, agriculture accounts for the largest share of 

non-oil GOp, serving as a major source of employment 

and occupying a pivotal role in poverty alleviation 

efforts. With 70 percent of Nigeria's poor living in rural 

areas, agriculture accounts for some 60 percent of the 

total labor force. However, the services sector, including 

the fmancial suosector and information and telecommu

nications, is one of the rapidly growing sectors of the 

economy. In the past five years Nigeria has had one of 

the fastest growing mobile telecommunications sectors 

in the world, and now has 20 million subscriber bases 

(13 percent of the population), up from less than 

500,000 in 2001. 

The growing importance and dynamism of the 

services sector has been encouraged by recent economic 

reforms and the privatization of government enterprises. 

The increase in oil prices has also helped to boost foreign 

reserves to US$48 billion in 2006 as well as the overall 

performance of the economy, with GOP growth averag

ing 7.3 percent between 2003 and 2006 compared with 

only 2.8 percent during 1999-2002 (Figure 3). This rate 

of economic growth has enabled Nigeria to reach a 

debt deal with the Paris Club, which reduced the debt

to-GOP ratio from 66.1 percent in 2000 to 4 percent in 

2006, leading to the payment of the total debt in 

February 2007. 

Nigeria has made considerable progress with respect 

to improving macroeconomic reforms, fmancial markets 

efficiency, and business innovation. The country also 

scores well on labor market flexibility in hiring and firing 

practices and employment of women. However, overall 

Nigeria is the lowest-ranked country among the SANE 

economies, at 102nd in the GCI, reflecting the poor 

quality of its institutions, infrastructure, basic health, and 

education. The ranking shows the paradox of poverty 

amidst plenty; growth with inequality. A large part of the 

population remains without good access to basic health 

care and education, infrastructure remains dilapidated, 

and security concerns remain a major issue-all of 

which affect long-term competitiveness and sustainable 

growth. 

Egypt 
The Egyptian economy is largely dominated by the 

services sector. However, industry, and the petroleum 

and mining sector accounted for 30.4 percent of GOP 

in 2005 (Figure 2). Crude oil production was about 

600,000 barrels a day in 2005 and the country currently 

has about 2.5 billion barrels reserves. The other major 

sectors of the economy are trade, fmance, and insurance; 

government services; and agriculture. 

Egypt experienced rising real GOP growth rates 

from 2002 to 2006. GOP grew at 3.1 percent in 2003 

and 4.1 percent in 2004, rising to 4.9 percent and 6.8 

percent in 2005 and 2006, respectively. An economic 

liberalization program instituted in 2004 generated 

unprecedented foreign investment in 2005, which is a 

good sign for long-term growth prospects. However, 

fertile land for agriculture under current technology is 

limited. Arable land constitutes only 2.85 percent of its 

total land of 1,001,400 km2, making the economy 

heavily resource dependent. 

Egypt is the second ranked country among the 

SANE economies after South Africa, at 65th place in 

the GCI. The country's competitive strengths revolve 

around markets efficiency; low taxation; access to a rela

tively large number of local suppliers; and the flexibility 

of its labor markets, pay, and productivity. In spite of 

these positive factors, Egypt's macroeconomic environ

ment has worsened with high government deficits, public 

debt, and inflation. Other efficiency-enhancing factors 
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Source: World Economic Forum, 2006. 

-including higher education, training, and technological 

readiness-also remain weak. 

SANE economies in aggregate 
In summary, the structure and performance of the SANE 

economies shows that aU four have experienced strong 

economic growth within the last four years. However, 

with the exception of Brazil, economic growth rates 

were much higher in BRIC than in the SANE 

economies. It also shows that oil is vital to the 

economies of three SANE countries: Algeria, Nigeria, 

and Egypt. The contribution of the oil sector to South 

Africa's economy is relatively low because of the domi

nance of the financial and manufacturing sectors in 

gross national output. Unlike Algeria, Nigeria, and 

Egypt, the structure of the South African economy is 

relatively diverse, enabling several sectors to contribute 

substantially to GDP 

In terms of competitiveness, South Africa ranked 

the highest among the SANE economies at 46th; fol

lowed by Egypt, Algeria, and Nigeria at 65th, 76th, and 

102rd, respectively (Table 3). Although the rankings of 

Algeria and Nigeria are lower than those of the BRIC 

economies, the rankings of South Africa and Egypt are 

comparable. Nigeria, Algeria, and Egypt remain £lctor

driven economies, although Algeria is beginning to 

make the transition to the efficiency-driven stage. At 

their present stage of development-comparable to that 

of China and India-the economies of the SANE coun

tries depend significantly on natural resources and low 

labor cost to compete in the global economy. But they 

also require strong institutions, adequate infrastructure, a 

stable macroeconomic environment, and sufficiently 

high human development indicators to raise productivity. 

Among the SANE economies, South Africa

especially its formal economy-has transitioned into the 

second, efficiency-driven stage of development. Brazil 
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and Russia within the BRIC economies are also at this 

stage of development. As competitiveness at this stage is 

largely driven by efficient production practices, South 

Africa must strive to improve its labor and financial 

markets, its education and training programs that prepare 

the workforce for more streamlined production (higher 

education and training), and its access to and use of the 

latest technologies (technological readiness) . None of the 

SANE economies has yet entered the third, innovation

driven stage, where countries compete through 

innovation, producing new and differentiated products, 

using the most sophisticated techniques of production. 

Major investment constraints in the SANE economies 
This section analyzes investment constraints in the 

SANE in four broad categories: macroeconom.ic policy 

framework (inflation, exchange rates, interest rates, and 

taxation); microeconomic framework (regulation, 

enforcement, and corruption); enabling infrastructure 

(access to finance and physical infrastructure), and 

human capital (labor markets, skills shortages, crime, 

and HIV/ AIDs). 

The key investment constraints discussed here are 

analyzed from the perspective of objective constraints 

and perception constraints. The objective constraints are 

measures of business regulations that cover 10 activities 

usually reported in the annual World Bank Doing 

Business reports. The cost, procedures, and time required 

to complete each activity are quantified. The perception 

constraints are based on investment climate assessments 

(ICA) obtained directly from representative sample of 

firms. These constraints relate to factor markets, product 

markets, infrastructure services, and firm performance. 

Table 4 contains firms' reported (perceived) major 

constraints to business in the four SANE economies 

based on investment climate assessments (ICA) obtained 

directly from 603 firms in South Mrican, 217 in 
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Table 4: Major perception constraints to doing business in the SANE economies. as percent of responding firms 
u 

LU 

u.J 
Z SANE ECONOMIES 
<I: 
<Zl 
c Major obstacles 

South Africa 
1603l1rms) 

Algerie 
(550fiuns) 

Nigeria 
1217 firms) 

Egypt 
(~nfirm.) 

e 
C'O 

H","an capillli obstacles 

E Skilled labor shortage 88 " 0 5 

u labor regulations 72 15 0 5 
~ 

c 
Q) Microaconomic obstacles 
§ 
'" 

Corruption 28 31 35 
Q) 

>
C 

Crime and theft 

Unfair competition from imports and illegal business 

37 

36 57 0 42 
"C 
C 
C'O Enabling infraslnlctura l obstacles 
Vl 
Vl Power failure 0 94 8 
Q) 

C 
Q) 

Poor infrastructure other than power 0 59 0 
> 

.~ 
lack of working capital 0.2 39 58 20 

Q) 
Obtai~ing land or building 30 29 0 5 

Cl. 

E 
o 

Macroeconomic framework problems 

U Macroeconomic uncertainty (inflation. exchange rate) 4 58 
M Tax regulations and/or high tax rates 40 24 25 47 

High interest rates 21 32 42 22 

Source: Data from the World Bank Productivity and Investment Climate of Private Sector Enterprise Survey. 

Note: 0 indicates that a very small percentage of the firms reported on the obstacle. 

Nigeria, 977 in Egypt, and 550 firms in Algeria . The 

table indicates the percentage of firms citing a particular 

obstacle as either major or very severe hindrance to 

doing business in the country. For example, 88 percent 

of the 603 firms surveyed in South Africa identified 

skilled labor shortage as either a major or very severe 

obstacle to business. Therefore, the totals in the various 

cells may exceed 100 percent. 

Macroeconomic framework 
The macroeconomic framework encompasses policy 

uncertainties on a macroeconomic scale as well as taxa

tion and interest rate issues. All playa vital role in the 

economic development of the SANE economies. 

Macroeconomic policy uncertainties 

Among the SANE economies the burden of macroeco

nomic policy uncertainties is most serious in Egypt (see 

Table 4). Fifty-eight percent of respondents in that 

country identified macroeconomic uncertainty, especially 

inflation and exchange rate, as the greatest obstacle to 

the business environment. Egypt's poor macroeconomic 

situation is partly explained by an erratic growth in 

money supply and consistent budget deficits-for 

example, the budget deficit rose from around 6 percent 

of GDP in 2001 to 9.3 percent in 2005. 

In addition, the Egyptian pound depreciated against 

the US dollar from 3.86 Egyptian pounds in 2001 to 6.22 

Egyptian pounds in 2005, a decline of 61 percent (even 

with the depreciation of the US dollar worldwide). These 

developments accelerated the rate of inflation from 2.4 

percent to 9.7 percent within the period. In 2004 Egypt 

initiated policies to promote access to foreign currencies, 

transparency in monetary policy, and closing the signifi

cant gap between the official and parallel exchange 

rates. These policies led to a unified foreign exchange 

rate regime by the end of 2004 and a sharp decline in 

the rate of inflation to 4.9 percent in 2006. 

There is a degree of macroeconomic uncertainty in 

Nigeria too, but there it strongly correlates with uncer

tainty and lack of confidence in future economic policy 

directions as the country is preparing for transition to 

another civilian administration in 2007. However, only 

4 percent of the managers surveyed viewed the macro

economic environment as too unstable to plan for the 

future with confidence. The uncertainty rather surrounds 

the swings in oil prices, as the overbearing nature of oil 

in the Nigerian economy overexposes the economy to 

negative oil price shocks. In Algeria and South Africa 

as well, under 10 percent of the managers reported 

macroeconomic uncertainty to be a serious constraint 

to business environment. 

Taxation 


The tax burden in all the SANE economies is competi 


tive with global levels. Nevertheless, 47 percent and 40 


percent of the firms in Egypt and South Africa, respec


tively, cited either tax regulations or high tax rates as a 


distressing busi ness concern. The comparable figures for 


Nigeria and Algeria are 25 percent and 24 percent, 


respectively. 


South Africa has five sets of personal income tax 

rates;' the lowest is 18 percent and the highest is 40 

percent. Annual incomes of between 40,001 and 

100,000 rand attract 18 percent, while income earners 

of 400,001 rand and above pay 40 percent on their 
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earnings. Non-gold mining corporations and long-term 

insurance companies pay 29 percent on their taxable 

incomes, and nonresident companies trading with a 

branch or agency in South Africa are taxed at the rate of 

34 percent. A different tax rate is applied to gold mining 

companies. 

Across the board reduction in tax rates was imple

mented in Egypt in 2005. Previously, corporations 

attracted a tax rate of 32 percent for industry, 40.55 

percent for the Suez Canal and the oil industry, and 40 

percent for other businesses 4 Personal income tax was 

set at 16 percent for annual incomes of less than 16,000 

Egyptian pounds and 36 percent for higher incomes. A 

new income and corporate tax law, implemented in 

2005, reduced corporate tax reduced by 12 percent to 

20 percent. However, the tax rate for strategic sectors 

such as the Suez Canal and the oil industry still remains 

at its pre-2005 level of 40.55 percent. 

Currently the tax wedge for a single person with 

average earnings accounts for 41 percent of total labor 

costs in Algeria,S which is comparable to those of the 

transition economies of Estonia, Latvia, and Lithuania at 

40 percent, 42 percent, and 43 percent, respectively. On 

the other hand, Nigeria's marginal effective tax rate of 

27.1 percent is relatively competitive internationally. 

Although the t;L"'( rates of the SANE may be globally 

competitive, the burden of tax administration is highly 

bureaucratic, cumbersome, and time consuming. 

Nigerian business managers spent 1,120 hours ill 2005 

attending to tax matters.(' Egyptian and Algerian man

agers spent about half that amount of time, while their 

South African counterparts spent 350 hours in the same 

pursuit during the same period. This cumbersome 

process constrains the ability to do business in the SANE 

economies, thereby reducing their competitiveness. 

Tax revenues, as a percent of CDp, have remained 

fairly stable in all the SANE economies from 1998 to 

2004.7 From a base of 22.9 percent of CDp, South 

Africa's tax revenue rose to only 23.6 percent in 

2002/2003 and declined to 22.9 percent in 2003/2004 

before increasing to 24.3 percent in 200412005 . 

Increased company profitability, improved enforcel11ent 

and compliance, and a considerable increase in company 

register accounted for the rise in tax revenue. Egypt's tax 

revenue fluctuated from 13.2 percent of CDP to 12.8 

percent during the period 1998-2004. The tax revenues 

of Nigeria and Algeria, though much higher because of 

oil taxes, were also relatively stable at an average of 34.2 

percent and 35.7 percent of CDP, respectively. 

High interest rates 

High interest rates also constitute one of the most fre

quent concerns of firms in all the four SANE economies. 

Four out of ten firms in Nigeria and one-third of firms 

surveyed in Algeria identified high interest rates as a 

major obstacle to business growth and development 

(Table 4). In Egypt and South Africa, however, the 

W 

E 
ocomparable figures are lower: two out of ten firms find c: 
o 

interest rates to be obstacles to growth . u 
UJ 

UJ
Although high interest rates in the SANE 	 Z 

eneconomies are of concern to all firms, they are more of 
~ 

c: 
a constraint to small and medium-sized enterprises w 

iii
(SMEs), especially in Nigeria. Most of these enterprises E 

have been regarded in Nigerja as highly unattractive u 
c: -prospects for banks, as they want to minimize their risk w 
§ 
V>profile. Even the intervention of a Bankers' Committee 
W 
>in setting up the Small and Medium Industries Equity c: 

"0Investment Scheme (SMIEIS) in June 2001, requiring all c: 
cc 
enbanks to set aside 10 percent of their profit before tax en 
w 
c:(PBT) for equity investment in small and medium-scale w 
> 

industries, has not adequately addressed the problem. 
Q)

Though this is a laudable idea for SMEs financing, an 0
E 
oenterprise must have a maximum asset base of 200 m.il u 

lion naira excluding land and working capital and a staff 

of not less than 10 or more than 300 to qualify for the 

scheme. These restrictions and the requirement for the 

enterprise to operate in certain specific activities tend to 

disqualify many SMEs from taking part in the scheme. 

To summarize, the macroeconomic framework 

problems of doing business in the SANE economies 

comprise macroeconomic policy uncertainties, bureau

cratic tax systems, and high interest rates. Taxation and 

macroeconomic policy uncertainties are of particular 

concern to business managers in Egypt. Interest rates are 57 
a key issue for Nigerian businesses. High interest rates 

and bureaucratic tax systems in all the SANE economies 

raise the cost of doing business, which affects the ability 

of the country to effectively compete internationally. 

Microeconomic framework 
On the microeconomic front, issues of regulatory and 

administrative structure, unfair competition, and corrup

tion each have an impact on the SANE economies' 

ability to compete. 

Regulatory and administrative structure 

Table 5 presents the major objective constraints to doing 
business in the SANE and BRIC economies as identified 

in the World Bank's 2007 Doing Business in Africa report. 

The table shows that it is easier to start a business in the 

SANE economies than in BRIC economies. On aver

age, entrepreneurs in the SANE economies go through 

10.5 steps to launch a business; launching a business in 

the BRIC requires 12 procedures. On the individual 

country level, it takes fewer steps to start a business in 

South Africa, Nigeria, and Egypt than it does in Brazil, 

China, and India. Similarly, the average number of days 

(286) taken to license a business in the SANE 

economies is far less than the 407 days required in the 

BRIC. While it takes 531 days to register a business in 

Russia, it takes 465 days to do so in Nigeria, the country 

with the most obstacles to licensing businesses in the 

SANE group. However, the SANE's average number of 

days for registering property is almost three times the 
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Table 5: Major obstacles to doing business in the SANE and BRIC economies (2006) 
'-' 
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~ 2006 or most recent year 
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C/) SANE ECONOMIES BRIC ECONOMIES 
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~ 
Major obstacles 

South 
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lANE 
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Registering property: Time (days) 23 51 274 193 135.3 47 52 62 32 48.3 

Protecting investors: Disclosure index (from 0 to 7) 2 2 4 10 7.3 

Enforcing contracts: Cost (percent of debt) 11.5 10.3 27 18.4 16.8 15.5 13.5 35.7 26.8 22.9 

Getting credit: Legal rights index (from 0 to 10) 5 1 4 2 3 5 3 

Closing business: Recovery rate (cents on the dollar) 34.4 41.7 32.1 16.6 31.2 12.1 28.7 13 31.5 22.3 

Paying taxes: Total tax rate (percent of profit) 39 76.4 31.4 59.6 51.6 71.7 54.2 81.1 77.1 71 

Source: Oshikoya. 2007; AIDB Statistics; World Bank Doing Business Database. 2006. 

average number for the BRrc. In any case, South 

Africa's registration period is lower than the required 

period in any of the BRIC, while Algeria's period of 

51 days isjust below that of Russia's 52 days and India's 

62 days. 

The BRIC economies perform better than the 

SANE economies on protecting investors. China, 

Russia, and India have higher rankings in this category 

than any country in the SANE. This implies that, on 

average, there is less transparency of business transactions 

-including shareholders' inability to sue business 

managers and directors for misconduct-in the SANE 

economies, especially in Egypt and Algeria , than in the 

BRIC economies. Egypt and Algeria also score poorly 

on the "getting credit index." However, on average the 

SANE economies are better ranked for getting credit 

than the BRIC. The index ranges from 0 to 10, with 

higher scores indicating that collateral and bankruptcy 

laws are better designed to expand access to credit. The 

scores of 1 and 3 for Egypt and Algeria, respectively, 

suggest that business operates under poor collateral and 

bankruptcy laws in those countries. This conclusion 

appears to be confirmed by the results of the investment 

climate assessment surveys shown in Table 4: 58 percent, 

39 percent, and 20 percent of the firms in Nigeria, 

Algeria, and Egypt respectively, specified lack of working 

capital among their major constraints. 

The challenges of doing business are more pro

nounced at the country level. It takes 14 procedures and 

244 days to register a business in A1geria;8 10 procedures, 

410 days, and 18.4 percent of the debt to enforce a debt 

contract in Egypt; and 21 procedures, 274 days and 27 

percent of the property value to register property in 

Nigeria. Consequently, these countries scored poody on 

the "ease of doing business" rankings. South Africa , with 

a ranking of 29 out of 175 countries on the "ease of 

starting a business" index, places within the second 

quintile of the Global Competitiveness Index discussed 

in Chapter 1.1, while Algeria and Egypt are in the third 

uintile. and Ni eria is in the fourth uintile. This clear

ly indicates that, in spite of their glaring potentials in the 

African environment, the individual economies of the 

SANE countries show a lackluster performance when 

measured against comparable economies on the global 

stage. The challenges of doing business in these countries 

are key priority areas for reform in order to improve 

their competitiveness. 

Unfair competition 

Another major microeconomic impediment to competi

tion in the SANE economies relates to the operations of 

illegal business. Unfair competition is the greatest concern 

of 57 percent of the business firms in the Algerian survey 

sample (Table 4). The firms cited competition from the 

informal sector, the smuggling of large quantities of 

consumer goods into the country, and public oligopolies 

as key activities seriously affecting the growth of 

legitimate business and their ability to compete. 

Public enterprises in Algeria tend to be oligopolistic, 

dealing with fewer competitors, clients, and suppliers. 

Therefore they enjoy oligopolistic profits. For example, 

private firms' average revenue from sales to state and 

local government and state enterprises was about 26.9 

percent. In contrast, the average revenue of public 

enterprises was 49.7 percent, which is almost twice the 

average revenue of the private firms . Although it is 

arguable that the public enterprises' profits may accrue 

from economies of scale because of their large size, 

nevertheless these profIts, which amount to pure rents, 

confirm the unfair nature of competition in the Algerian 

business environment. The profits also indicate a high 

degree of state involvement in the economy. 

Smuggling large quantities of consumer goods into 

a country does not promote the benefits of trading 

across borders such as technology transfer and knowledge 

adaptation through the importation of capital goods. 

Furthermore, unlike the legal export of goods and 

services, smuggling does not enhance competition and 

efficiency in production. By subjecting exporting firms 
to com e' v ures. the eXDort of Q'ood~ ;lnd services 
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Exports Imports C/) 

Trading Documents 
across needed In 

Economy/region borders export (number) 

South Africa 67 5 
Algeria 83 8 
Nigeria 137 11 

Egypt 109 9 
SANE average 8.25 

Brazil 53 7 

Russia 8 
India 

China 
BRie average 

139 

38 
10 

6 
7.75 

Source: World Bank, 2007a. 

promotes the efficient utilization of scarce productive 

resources, which can induce a change in market structure 

and reduce markups as well as lead to a rise in per capita 

GDP.') Consequently some estimates suggest that raising 

the ratio of trade to GDP by I percentage point would 

increase income per capita between 0.5 and 2.0 

percent. IO These forgone benefits mean that smuggling 

-the illegal trading across borders-is a great threat to 

competitiveness and socioeconomic development. 

The SANE economies rank better than India and 

Russia on the legal trading across borders index, as shown 

in Table 6. Both South Africa and Algeria are ranked 

above 100 out of 175 countries, far above India 's and 

Russia's rankings of 139 and 143, respectively. liOn 

average, the SANE economies also rank better than the 

BRIC economies in three other categories. It takes 

about 23 and 26 days to export goods in the SANE and 

the BRIC, respectively, and it costs more to export a 

container of goods in the BRIC (US$I,082) than in the 

SANE (US$I,067). Also, the average number of docu

ments needed to import goods in the SANE is margin

ally smaller than the number needed in the BRIC. 

However, the BRIC's average cost of US$I,250 to import 
a container and 7.75 average number of documents 

reqllired to export goods are better indicators than the 

SANE's US$l,311 and 8.25 number of documents. 

Two important implications can be drawn from 

these indicators regarding competitiveness in the SANE 

and the BRIC economies. First, on average, the SANE 

economies t:'lce higher import costs than the BRIC 

ones face. The higher import costs are a direct burden 

on their competitiveness. These costs can significantly 

delay the time it takes for finns in the SANE economies 

to receive ordered inputs, thus raising the cost of inputs 

and the general price levels of outputs. The indicators 

further imply that the SANE economies may be more 

price takers than the economies of the BRIC. The high

er costs of imports and lower costs of export both in 
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time and monetary terms) in the SANE are consistent 


with the view that they have very little control over the 


prices of their products. 


Generally, there is very little intra-African trade by 


the SANE economies other than South Africa. Only 


1.54 percent of Egypt's total exports and 1.07 percent of 


its total imports l2 were within Africa in 2005. Similarly, 

599 percent of Nigeria's total exports1.1 in that year went 


to African countries: Cote d'Ivoire received 2.9 percent; 


South Africa, 2.4 percent; Ghana, 1.8 percent; Cameroon, 


1.2 percent; and Senegal, 0.7 percent. Meanwhile, only 


the 2.6 percent of total imports each from South Africa 


and Cote d'Ivoire were significant enough to be reported 


as Africa's share of Nigeria's imports. 


Almost two-thirds ofAlgeria's export trade is with 


the European Union;14 the United States and Japan take 


much of the remainder. While intra-African trade 


accounted for 14.6 percent of South Africa 's export 

trade in 2005,15 over two-thirds of it was within the 


South Afi-ican Development Community (SADC). 


Exports to West Africa amounted to 2.2 percent; to East 

Afi-ica, 1.4 percent; and to North and Central Africa, 0.7 


percent and 0.3 percent, respectively. Imports followed a 


similar pattern. Only 2.5 percent of imports ,vere from 


West Africa ; 2.3 percent were from SADC and a total of 


0.4 percent were from Central and East Africa . The 


compelling implication of this situation is that the 


SANE economies will surely have to augment their 


intra-African trade before they can be seriously regarded 


as potential growth poles. 


Corruption as an impediment to investment 

Corruption is a pervasive microeconomic obstacle to 

business in the SANE economies. About 35 percent of 

the firms in Egypt identified corruption as a major 

concern, while 31 percent and 28 percent of firms in 

Algeria and South Africa, respectively, regarded it as a 

severe problem see Table 4 . Thou h Ni erian firms did 
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Transparency International's corruption perception« 
(/) index (CPI)Y' 
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Figure 4 presents the corruption perception index ~ 

'" of the four SANE and four BRIC economies for 2004, E 

2005, and 2006 (see also Box 1) .The 2005 rankings 
c 
Q) were out of 159 countries while 163 were ranked in g 

2006. About 210 countries were ranked in 2004 but'"OJ 
> 
c:: because several of the rankings were tied, 145 was the 
-c 
c: worst-ranked position. By these measures, South Africa, 
ro 

with a ranking of 46 in 2005 and 51 in 2006, is regarded'" '" OJ 
c:: 
OJ as the least corrupt country among the SANE. Egypt 
> 

ranked second while Algeria was third. Nigeria was the 
~ 

OJ 
c. worst-ranked country, placing only 7 places from the 
E 
o bottom of the global list in 2005 . Its ranking, however, (J 

M improved in 2006 to 21 places above the least-ranked 

country, Haiti. Among the BRIC economies, China, 

Brazil, and India were all ranked 70 in 2006, which is at 

par with Egypt, while Russia had a ranking of 121
worse than Algeria's ranking of 84. South Africa remains 

the least corrupt in both SANE and BRIC economies, 

while Russia and Nigeria are perceived as the most 

corrupt. 

Bribery-defined as the payment of money to get 

things done that should be done without such payments 

60 	 -is common in Algeria. It is not unusual to pay 

US$210 to get a telephone line installed, and US$540 to 

obtain a construction permit. There is also a high degree 

of nepotism or government favoritism in all the SANE 

economies. Usually, personal connections in the public 

Box 1: Fighting corruption in Nig_riaand South Africa 

service and public utilities can get fast results. Through 

this avenue, 51 percent of firms got their telephone lines 

repaired, 49 percent had their telephones installed, 34 

percent obtained construction permits, and 36 percent 

were connected to the electric grid. 17 Yet Algeria is the 

best-ranked country among the SANE in the Gel on 

favoritism. With a ranking of 100 out of 128 countries, 

Nigeria has the worst ranking in the GCI for this indi

cator. It is preceded by South Africa (ranked 55th) and 

then Egypt, which ranks 48th. 18 These ran kings suggest 

that nepotism or government favoritism is common in 

these countries. Though nepotism is not illegal , it gener

ates inefficiencies in the general economy, preventing 

the achievement of full potential growth ,md ultimately 

preventing effective global competition. 

Enabling environment 
An enabling environment is another vital component of 

sustainable competitiveness. Access to finance, infrastruc

ture, and industrial land are all elements of the environ

ment that need to work together to enhance growth. 

Access to finance 

More than one in three (39 percent) firms in Algeria 

were concerned about access to capital in their country, 

whose financial sector is heavily dominated by the state 

(see Table 4). The seven public banks account for 90 

percent of all bank assets. These banks are generally 

bureaucratic, insensitive to customer requests, and not 

innovative. They also have very little incentive to assume 

responsibility or manage risk. In addition, bankers in 

With Nigeria's low rankings on the CPI, it is difficult to explain 
why firms did not cite corruption as an impediment Aplausible 
explanation is that corruption may be so endemic that most 
firms have grown to view it simply as afact of life. However, it 
must be emphasized that the government has made fighting 
corruption a priority and has taken significant steps to curtail 
the problem. An independent international firm was appointed 
in March 2005 to audit oil and gas accounts of the industry for 
199&-2004 under the Nigeria Extractive Industries Transparency 
Initiative (NEITI). Corruption is also being attacked through the 
Economic and Financial Crimes Commission (EFCC). There have 
been several high-level arrests, and assets that have been 
determined to have been obtained through corrupt means have 
been seized. In undertaking these measures, the government 
has also begun to tackle the perception of the acceptability of 
corrupt practices. It will probably take a while before the gov
ernment's actions have an impact on the private sector, where 
success will most likely be gradual. 

The government of South Africa has also undertaken a 
number of bold, important. and far-reaching anticorruption 
measures. They range from the adoption of the Public Service 
Anti-Corruption Strategy (PSACS) to combat and prevent cor
ruption in public service through to the promulgation of a rather 
comprehensive anticorruption-related legislative framework 
and the development of investigating and prosecuting anticor
ruption capacities, to efforts to develop partnerships with busi
ness and civil society. In 2004 the Preventing and Combating 
of Corruption Activities Act (PCCAA) was passed. This Act pro
vides for the criminalization of corruption, puts a duty on certain 
persons to report corruption, and provides for a register of cor
rupt businesses. Also, where corruption is suspected to have 
occurred, the government has been swift to teke action, as evi
denced by the dismissal of the depUty president in 2005 over 
allegations of corruption. All departments are obliged according 
to the Public Finance Management Act (PFMA) and treasury 
regulations to conduct risk assessments and to implement fraud 
prevention plans informed by such risk assessments. 



Figure 4: Corruption perception index (CPI) rankings of SANE and BRIC economies 
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Source: Transparency International, 2005, 2006. 

Algeria face an underdeveloped risk and credit system, a 

lack of reliable market information, few trained judges 

in commercial matters, an underreporting of sales, and a 

lack of certified balance sheets. All these elements have a 

direct impact on the ability to obtain bank financing. 

Consequently, access to fmancing is highly constrained

to the point that the value of collateral needed for a 

loan is about 168.6 percent of the loan amount. 

Therefore, bank credit in Algeria fmances as little as 11 

percent of working capital on average, and 16 percent of 

investment. About 74 percent of all business fmancing 

derives from firms' internally generated funds. This 

undermines Algerian firms' competitiveness. 
In the case of Nigeria, 58 percent of the surveyed 

firms identified a lack of working capital as one of their 

most severe impediments to doing business. The financial 

sectors of both Nigeria and South Africa have the scope 

and depth lacking in other African countries. However, 

the Nigerian fmancial system had not been responsive 

to the needs of setting up a strong and committed 

microcredit system to cater for the funding needs of 

SMEs until the recent financial sector reforms. These 

reforms increased capitalization requirements and reduced 

the number of banks from 89 to 25. In spite of these 

reforms, however, many conventional financial institutions 

are still reluctant to advance credits to most SMEs 

because their profiles do not meet general risk acceptance 

criteria. Therefore, though banks have excess liquidity, a 

large share of it is not being channeled into productive 
____.........;nwlTP~tl"nf'>nto;: tn pnh::1nrp. N;o-pri::1\ r()Tnnf"titi 

About 20 percent of Egyptian firms cited the lack 

of working capital as a severe obstacle to their develop

ment and growth. The government of Egypt has recently 

taken steps to enhance the financial sector, a move that 

is being supported by the African Development Bank 

and other development partners (see Box 2). 

Infrastructural facility 

Figure 5 illustrates the ratUcings of the SANE economies 

in the quality of general infrastructure as presented by 

the Global Competitiveness Index in Chapter 1.1. The 

rankings were out of 128 countries, with 1 indicating 

the country with the best infrastructure and 128 indi
cating the country with the worst infrastructure. South 

Africa is ranked the best in all areas except in telephone 

lines category, where it is surpassed by Egypt, the second 

overall best-ranked country. Algeria ranks third ahead of 

Nigeria. Nigeria, Algeria, and Egypt have something to 

learn from South Africa, which ranks ahead of at least 

84 countries globally in the overall infrastructure cate

gory as weIl as in the railroads and quality of ports 

subcategories. 

Among the SANE economies, only 8 percent of 

the firms in Egypt regard power failure as an impediment 

to their operations, and most of the firms in South 

Africa and Algeria did not indicate it as a worrisome 

issue. However, in Nigeria over nine in ten firms 

surveyed indicated frequent power failure as the most 

pressing issue in their operations (Box 3). 
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Box 2: lbe Arab Republic of Egypt financial Sector Reform Progrea (FSRP) 

In 2006, the AfDB Board of Directors approved a loan of US$500 
million in favor of the Arab Republic of Egypt in support of the 
country's Financial Sector Reform Program (FSRP). This is the 
largest single loan ever approved by the Bank Group since its 
inception. 

The FSRP is a comprehensive and far-reaching program of 
reforms designed to improve the depth, efficiency, and function
ing of the Egyptian financial sector. It addresses identified 
weaknesses in the banking and nonbank financial sectors, 
including the insurance sector, the capital market, and the mort
gage industry. Its main objective is to develop a market-based, 
efficient, competitive, and sound financial system that could 
better serve Egypt's development and growth objectives. The 
program seeks to enhance the efficiency of financial intermedi
ation and risk management in the economy, and to build safe 
and sound banking and nonbanking financial sectors through 
comprehensive structural and financial reforms that will accel
erate economic growth and development. 

Through the FRSp, the AfDB will assist Egypt to strengthen 
its enabling environment for financial intermediation, resource 
mobilization and risk management, and increased private-sector 
participation in providing financial services. It will support poli
cy reforms to strengthen the domestic banking system, develop 
the contractual savings system, and strengthen the regulatory 
and supervisory framework for bank and nonbank financial 
institutions in order to ensure compliance with international 
standards. In particular, the loan will support activities to: 

• 	 Increase private-sector participation and enhance 

competition in the financial sector. 


• 	 Undertake the financial, institutional, and operational 
restructuring of state-owned banks to improve their com
mercial orientation and the scope and quality of financial 
services. 

• 	 Upgrade the regulatory and supervisory capabilities of 
financial sector regulatory agencies. 

• 	 Restructure the insurance industry and reduce the domi
nance of the state in the sector through privatization. 

• 	 Deepen the capital market 

Within the context of the program, Egypt has a strong pub
lic commitment to pursue economic reforms that will encourage 
private-sector development and accelerate economic growth 
and employment creation. 

The program is expected to give a big impetus to econom
ic development in Egypt and to contribute to the comprehen
siveness of the economy. The program will help build a sound 
and more efficient financial sector, improve savings mobilization 
and access to finance by small and medium-sized enterprises 
(SMEs)-the key drivers of investment and growth-so that 
they can invest and create the conditions for enhanced produc
tivity. It will help modernize the Egyptian economy and enhance 
its competitiveness, so that it can better integrate into the glob
al economy. 

The program is supported by several other development 
partners, including the World Bank, the European Union, and 
USAID. 

Source: AIDB. 2006d. 

Box 3: Power shortages in Nigeria 

The 2002 Regional Program for Enterprise Development (RPED),s 
survey of Nigerian manufacturing concluded that firms consider 
power failure to be their most severe constraint. Managers 
spend more time attending to electricity problems than to other 
business problems. The power problem is more than twice as 
large an obstacle as either of the next two problems-access 
to credit and general uncertainty. The survey remarked that the 
power problem applies to Mall types of firms (for example,large, 
SME, foreign) and across all regions of the country.M The caus
es of the problem include government subsidies as well as inef
ficient and poor services. Government subsidies tend to distort 
the prices of both publicly and privately provided power. The 
National Electric Power Authority's production cost of electrici
ty is 11 US cents/kWh. In contrast. the international average 

cost is between 5 and 6 US cents/kWh. The Authority charges 
3.5 cents/kWh and the government subsidizes the rest. 

In the case of privately provided electricity, the govern
ment subsidizes the cost of fuel, which represents 75 percent of 
the cost of electricity. The National Electric Power Authority 
(NEPA) has billions of naira in accounts receivable. Payments 
are often not made because of frustration with poor services 
and frequently inaccurate billing. The inability of NEPA to meet 
the power supply of the country has made some Nigerians refer 
to NEPA as MNever Expect Power Always.H 



Figure 5: Rankings of SANE economies in quality of infrastructure 
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Source: World Economic Forum. 

Table 7 shows that nearly all firms have their own 

generators, regardless of their location. This implies that 

businesses take the problem of power failure very seri

ously by providing their own generators. Some of them 

operate their generators even when the public supply of 

electricity is available to prevent product damage that 

results from the switch-over process from one power 

source to another. 

The cost of privately provided electricity in Nigeria 

is about 242 percent of that provided by the National 

Electric Power Authority (NEPA). Damage to equipment 

and machinery accounts for 3.3 percent of the total 

value of the equipment. Sources indicate that Nigeria 

loses about 66 billion naira annually from power failure. 19 

Some firms have adopted factor substitution by modity

ing their production process in favor of less electricity

intensive inputs, while others have resorted to reducing 

output to resolve the frequent power failure. 

Although power shortage has not been cited as a 

major obstacle in South Africa, the country faces a 

shortage of peak-load generating capacity as growth in 

demand has continued to outstrip growth in supply. 

Eskom, the national power utility, significantly underes

timated the growth in demand: the growth rate of GOP 

has risen from an average of 2.6 percent per year in 

1995-99 to 3.5 percent in 2000-03 and 4.5 percent in 

2004-06. Consequently, the margin of spare capacity 

over normal peak-demand levels has fallen to around 8 

percent-well below the accepted norm of 15 percent. 

This b.,s created diffic.lllties even for reQ;lIlar maintenance 

Table 7: Firms with private generators in Nigeria 
(percent) 

location 

Number of employees East North Soulh All 

20--49 99.3 91.7 94.1 93.4 


~99 100 100 100 100 

101l-199 100 100 100 100 

201l-499 100 100 100 100 

500-999 100 100 100 100 

1.000 and over 66.7 100 100 94.1 

All 95.7 98.2 97.7 97.4 


Source: World Bank, 2002b. 

and has rendered the supply system vulnerable to short

ages. Such power outages occurred in the Western Cape 

Province in 2006, followed by countrywide power 

blackouts in January 2007 despite assurances from the 

national power utility and the government that supplies 

were secure. Delayed efforts to increase capacity threaten 

increased risks of further disruption in supply, with the 

potential of decreasing productivity and growth. 

Scarcity of industrial land 

Land is an important factor in many business operations. 

It is a necessary element of infrastructure for the super

structures of several businesses. Besides, the right to land 

encourages investments and (1cilitates trade.These rights 

also enable entrepreneurs to obtain mortgages on their 
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U 	 land lies idle without being put to use. As a precursor of 

its development strategy, Algeria created industrial parks 

on public lands in the 1970s and early 1980s. Since the 

locations of many of these parks were determined more 

on political than economic grounds, some industrial 

land has been converted into public parks. Consequently 

the availability of such land became severely limited. 

Additionally, it is often common for several public 

organizations to share responsibility for owning, devel

oping, managing, and rehabilitating industrial land. Due 

to these complexities, acquiring industrial land is time 

64 consuming and expensive. It takes 51 days to register 

property in Algeria (see Table 5), compared with 47 days 

in Brazil and 32 days in China. 

Table 4 suggests that 30 percent of South African 

firms cited difficulties in acquiring land as a constraining 

factor to doing business. The major land issue is about 

ownership. Traditionally, the country's white minority 

has owned a much larger portion of the land since 1913 

(see Box 4). A poor handling of the South African land 

issue could have a negative impact on its competitive

ness and investment climate. 

While abollt 75 percent of Nigeria's land is arable, 

of which about 40 percent is cultivated, high population 

growth has put pressure on the availability of industrial 

land, especially in urban centers, making the lack of 

access to land a major contributing factor to poverty.20 

The pressure on land is likely to persist until Nigeria is 

able to curb its annual urban population growth rate of 

4.1 percent. 21 

Human ca pital: Skilled labor as a crucial element of growth 

Managers are more concerned about the lack of skilled 

labor in South Africa than in Algeria, Nigeria, or Egypt. 

While 88 percent of South African finns regarded 

scarcity of skilled labor as a prime hurdle to business, 

only 11 percent and 5 percent of the firms in Algeria 

and Egypt, respectively, listed it as an impediment (Table 

4) . Therefore other constraints-such as power failure in 

Nigeria and lack of industrial land in both Algeria and 

Egypt-supersede the need for skilled labor in these 

countries. 

South African businesses face an abundant supply of 

unskilled labor but a shortage of skilled workers. The 

scarcity of skilled workers-especially engineers, scientists, 

health-care workers, and artisans-is a constraining fac

tor to productivity, growth, and competition. Skilled 

workers attract high pay. Although an additional year of 

education may attract a 5 to 7 percent increase in wages 

Box of: The problem of lend In Soudl Africa 

The problem of land in South Africa started in 1913 with the pas
sage of the Native Land Act (NLA), which attributed about 87 
percent of the country to the white population. Therefore, only 4 
percent of commercial farmland and 16 percent of the total area 
of the country are currently owned by blacks. 

Redistribution of land was a major campaign theme of the 
African National Congress IANC). So, upon coming into office in 
1994, the ANC government enacted the Restitution of Land 
Rights (RLR) Act Under this Act, essentially anyone who could 
claim to have lost land because of the 1913 Native Land Act 
was entitled to restitution in court if a complaint was lodged 
before December 31, 1998. Such land was to be bought from the 
white owner with financial assistance to the new tenant It was 
hoped that 30 percent of the land would be redistributed 
through a -willing buyer, willing seller- program by 2014. 
However, the program has proved ineffective in addressing the 
problem. The selling process is protracted and marked by poor 
administration, excessive bureaucracy, and a lack of communi

cation on the part of the government By some estimates, a will
ing seller takes up to 22 months to sign a deed. 

Another part of the problem relates to the buyers' or the 
demand side of the equation. The new owners never have the 
working capital, and often lack the necessary skills, to develop 
their new estate. So they abandon the land after a few years. 
Currently many people are requesting a more affirmative 
method of land redistribution, obliging the white owners to cede 
their property. The land redistribution process is call1lR9 ten
sion and unhappiness on all sides. This is affecting the produc
tivity of farmers because many of them are very apprehensive 
that a Zimbabwean-style takeover of land could occur. If the 
transition to black ownership is not managed through peaceful 
means, it could easily degenerate into a major economic 
upheaval and the loss of South Africa's competitive edge in 
agricultural production, or even in manufacturing as well. 

Source: Adapted from AfDB, 2006b. 

http:percent.21
http:poverty.20


en 

in many developing countries, one more year of educa

tion in South Africa can lead to an 11 to 12 percent rise 

in wages. Consequently there is a large wage disparity in 

South African industry. The median monthly salary of a 

South African manager in 2002 was about US$1,850. In 

contrast, the median monthly wage for an unskilled 

'worker in that year was only USS240.22 

Table 8 suggests that the scarcity of skilled labor in 

South Africa will persist for a while because of high 

retirement and mortality rates. For example, 14.4 percent 

of academics and 16.6 percent of nurses are lost from 

the workforce each year because of death or retirement. 

To overcome the high cost of skilled labor and meet the 

pressure to produce high-quality products in order to 

remain competitive in the global market, fmns have 

resorted to capital-intensive modes of operation. This 

has exacerbated the unemployment situation, which has 

the potential for social destabilization. 

The causes of the skilled labor shortage include 

inefficiencies in the educational system, which lead to 

dropouts and repeaters; poor working conditions; lo-w 

salaries; brain drain of skilled workers to developed 

countries; difficulties in obtaining work permits for for

eign skilled workers because of stringent immigration 

policies; and the impact of HIV/ AIDS. South Africa 

ranks 124 and 125 out of 128 countries on the impact 

of HIV/ AIDS and HIV prevalence on business, respec

tively, on the Global Competitiveness Index (see Box 5). 

Box 5: HIV/AiDS and the scarcity of labor in South Attica 
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Many firms have aggressively embarked on providing 

on-the-job training to alleviate the shortage of skilled 

labor. This has enabled South Africa to rank 26 and 30 

on the "extent of staff training" and "local availability of 

specialized research and training services," respectively, in 

the Global Competitiveness Index. The corresponding 

rankings for the other SANE economies are 61 and 66 

for Nigeria, 80 and 84 for Egypt, and 103 and 100 for 

Algeria . Also, in spite of the implications of HIV / AIDS, 
65the South African economy has the highest proportion 

of companies employing 'women as senior managers, 

with 75 percent of these companies having women in 

The scourge of HIV/AIDS in South Africa is not just a tragedy in 
terms of lost lives. It also undermines the country's economic 
development and reduces its supply of skilled labor. The overall 
estimated HIV prevalence rate' in South Africa is approximately 
10.8 percent on average, but as high as 33 percent in some 
younger female age groups, especially women aged 25 to 29 
years. The impact of HIV/AIDS is not limited only to the dimin
ishing life expectancy at birth-from 51 years in 2001 to 47.1 
years in 2005--it also includes more people. 

The normal death rate, taking into account of population 
growth for the periods 2000 to 2010, is estimated at 3.6 percent; 
HIV/AIDS-related deaths are estimated at 150 percent.zlt has 
therefore been estimated that three million lives would have 
been lost to HIV/AIDS by 2010.3 The general implication of this 
loss is that fewer skilled people will remain in active employ
ment, further worsening the current situation of scarcity of 
skilled labor. Also the low life expectancy and the eroding effect 
of HIV/AIDS will mean fewer people with skills will be in active 
employment. This will have an adverse impact on levels of pro
ductivity and the international competitiveness of South Africa. 
Apprentice programs and vocational training will be seriously 

affected because of the lack of master artisans to transfer their 
expertise to learners. However, the incidence of HIV/AIDS 
among white South Africans who .,e generally more skilled is 
much lower than the incidence lIIIIOng blacks. This calls for a 
prudent engagement of their skills to mitigate the impact of 
HIV/AIDS. Finally, because of the impact of HIV/AIDS,larger 
numbers of youths will enter the jOb market more rapidly than in 
previous years under current labor policies. However, these 
young people will lack the requisiIB skills needed for private
sector operations. Ultimately this can stifle entrepreneurship 
because the abundant supply of jabs will make self-employ
ment, with its high uncertainties and risks, a less-attractive ven
ture. 

Source: AfDB, 2006b. 

1 AfDB 2008., p. 11. 
2 AIDB 2006b, p. 78. 
3 Ibid. 
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senior positions, compared with the global average of 59 

percent. n South Africa ranks as the Rth highest economy 

in this regard , with a high proportion of women in 

senior management positions globally. 

[n summary, the Doing Business 2007 report's rankings 

of the ease of doing business index ranked South Africa, 

Algeria, Nigeria, and Egypt 29th, 116th, 1 08th, and 

165th, respectively, out of 175 countries . The compara

tive rankings for the BR[C were Brazil (121st), Russia 

(96th), India (134th), and China (93rd). Therefore, the 

SANE economies ranked very favorably compared with 

the BR[C economies. South Africa ranked ahead of all 

the BR[C economies, and Nigeria and Algeria ranked 

above Brazil and India. Table 9 presents a summary of 

the five major factors that contributed to these rankings 

for SANE. 

Policy implications and recommendations 
The preceding analysis illustrates the investment con

straints that prevent SANE economies from reaching 

their full potential in global competitiveness and socioe

conomic development and inhibit their ability to act as 

serious growth poles for African economies. Aspects of 

these investment climates-which could be enhanced 

through reform-restrain firms from meeting their 

objectives, I'eading to inefficiencies in the economies of 

the SANE.This stresses tbe need for reforms in several 

areas to make the SANE economies more competitive 

globally. 

Reforms in the area of competition from imports 

and illegal business operations are needed in Algeria. 

There is the need to create a level playing field for all 

firms through antitrust laws. Import duties should also 

be reduced to attract compliance and thereby enlarge 

the general tax base. 

The next reform area falls under labor regulation. 

Labor reforms are needed to address the problem of 

scarcity of skilled workers, particularly in South Mrica . 

South Africa has to place h.igh on its agenda the need to 

increase the output of the educational system and pro

fessiona 'l training organizations to enhance the overall 

level of qualification of the workforce. Though steps 

have already been taken in this direction, they have to 

be sustained to achieve results. Labor laws also have to 

be amended to permit the employment of foreign 

skilled workers in the short to medium term, until the 

educational system has begun producing enough skilled 

labor. Implementing such laws will demand a strong 

political will because of the prevailing 25.6 percent 

unemployment rate.24 

Tax regulations are an issue requiring redress by all 

four SANE economies. This calls for tax reforms and tax 

code simplifications to encourage sustainable business 

growth and simultaneously lessen one of the major 

causes of corruption and insecurity. The reforms should 

include reviews of tax rates . Most governments are hesi

tant to lower tax rates because of possible reductions in 

tax revenues. However, tax rate reductions could augment 

tax revenues through generated investment incentives 

and higher levels of compliance. The reforms should also 

embrace enhancing the capacity of tax administration 

through additional training for staff and providing new 

equipment, which would help to improve revenue col

lection and reduce the bureaucratic burden for firms. 

Several studies have established that better access to 

finance is associated with greater sales growth, investment, 

and productivity for firms .25 Yet the analysis has shown 

that the financial sectors of the SANE economies have 

not done well in improving access to finance. The 

restructuring of the financial sector should be a priority 

of all the SANE economies. Emphasis should be placed 

on strengthening the technical infrastructure of the 

financial sector and modernizing general banking opera

tions. The development of an economic and fmancial 

information system and credit bureaus to enhance the 

knowledge of credit applicants and the assessment of 

credit should form part of the process. Banks need to 

have loan officers trained in SME-Iending skills. SMEs 

need to be made aware of the importance of credit 

http:firms.25
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track records and financial management, and the neces

sary support mechanisms-such as credit scoring systems 

and credit bureaus-need to be introduced to the SME 

sector. Additionally there is a need for increasing the 

number ofjudges specialized in business and fiscal issues 

and promoting the development of business courts as 

wdl as enhancing creditors' rights. Small claims courts 

should also be established to reduce the backlog of cases. 

Corruption should be addressed at all levels in these 

countries. Judicial autonomy should be improved 

through budget allocation and greater political commit

ment. Furthermore, microeconomic measures-such as 

limiting employment duration for selected sensitive 

positions and reinforcing a corruption punishment 

system with high penalties-should be developed and 

implemented. 

Finally, this approach of analyzing African 

economies could be used in conducting similar studies. 

A study of the four small and competitive economies 

ofAfrica (namely, Botswana, Mauritius, Namibia, and 

Tunisia) to identif)' the sources of their success and 

establish lessons learned for other Mrican countries 

could be conducted. Another study could be done on 

Tunisia, Morocco, Libya, Angola, and Sudan-the next 

four biggest African economies after the SANE 

economies. On a broader scale, this approach could 

be extended to do a similar analysis of other African 

country groupings. 

The SANE economies have the size and the scale 

to be drivers of Africa's economic growth , regional 

economic cooperation, and integration into the global 

economy. However, the SANE economies would need 

to address key obstacles to competitiveness and invest

ment climate before their potentials in both the regional 

and global economies can be fully realized. These coun

tries also have the potential to serve as poles for growth 

and investment and contribute to the reduction of the 

population living in poverty in Africa. 

Notes 
The Maputo Corridor runs from Pretoria and Johannesburg to the 

Mozambican deepwater ports of Maputo and Matola, after pass
ing through one of the most highly industrialized and productive 
regions of southern Africa. 

2 The Southern African Power Pool (SAPPI was created with the pri
mary aim of providing a reliable and economical electricity supply 
to the consumers of each of the SAPP members. 

3 See IMF 2006b. 

4 AlDB 2006c, p. 37. 

5 The tax wedge is the diHerence between workers' take-home pay 
and the costs of employing them, including income taxes and 
social security contributions. See IMF 2007. 

6 World Bank 2006c. 

7 OECD/AIDB 2006. 

8 See Table 4 and World Bank 2006d, Country Tables, pp. 95-109. 

9 Jonsson and Subramanian (2000) find a robust significant positive 
effect of increased trade on total factor productivity growth in 

Q) 

E 
o10 See Frankel and Romer 1999. 	 c 
o 
u

11 In this index, the lower the ranking is the better the standing of the u..J 

country. UJ 
Z 
<I: 

12 See http://www.tpegypt.gov.eg/TradeSt.aspx. The primary source of '" cdata is the Central Agency for Mobilization and Statistics of Egypt. 
E 
co 
E

13 See http://wwwrba.co.uk/sorces!stats.htm at 15-Sept-06 DG Trade 
Statistics. 

u 

14 See http://wwwarab.neValgeria/aa_trade.htm. -c 
w 
E15 http//wwwthedt.gov.za/econdb/reporVRegion. 
til -
W 

16 See World Economic Forum, 2006, p. 312. Also see Transparency C 
> 

International (2005, 2006). '"0 
C 
co 

17 World Bank 2002a, p. 23 . 	 til 
til 
W 

n8 World Bank 2007a. 	 C 
W 
> 

19 See http://nm.onlinenigeria.com/template/?a=293&z=2, "Nigeria -a;Loses N66bn Yearly Through Power Failure." 	
0
E 

20 IMF 2005, p. 30. 	 o 
u 

21 AIDB Statistics Division Database, 2005. 

22 See World Bank 2006c, p.32. 

23 AIDB 2006b, p. 86. 

24 See wwwsouthafrica.info/doing_business/economy/development/ 
unemployment.htm . 

25 See Chen 1997. 

References 
AIDB (African Development Bank). 2006a. Republic of South Africa 

Country Strategy Paper 2006-2010. June. Tunis: African 67 
Development Bank. 

--. 2006b. Republic of South Africa Private Sector Country Profile 
(PSCP), Intermediate Report, September 30. Tunis: African 
Development Bank. 

--. 2006c. Arab Republic of Egypt Private Secror Country Profile, 
July. Tunis: African Development Bank. 

--. 2006d. Annual Report 2006. Tunis: African Development Bank. 

--. Statistics Department. Various years. African Live Database. 
Tunis: African Development Bank. 

Arab News, Algeria : Trade and Industry. Available at 
http://www.arab.neValgeria/aa_trade.htm. 

Chunlai, Chen. 1997. " The Location Determinants of Foreign Direct 
Investment in Developing Countries." The University of Adelaide 
Working Paper Series No. 97/12. Adelaide, Australia : University of 
Adelaide. 

Dollar, D., M. Hallward-Driemeir, and T. Mengistae. 2005. " Investment 
Climate and Firm Performance," Developing Economies, 
Economic Development and Cultural Change 54 : 1-30. 

Frankel, J. A. and D. Romer. 1999. "Does Trade Cause Growth?" 
American Economic Review 89 (June): 379-99. 

IMF (International Monetary Fundi . 2005. Country Report No. 05/433 
(May). Washington, DC: International Monetary Fund. 

--. 2006. World EconomIc Outlook Database (September). 
Washington, DC: International Monetary 'Fund . 

--. 2006b. South Africa : Selected Issues, Country Report No. 

06/328 (September). Washington, DC: International Monetary 
Fund. 

--. 2007 . Algeria: Selected Issues, Country Report No.07/61 
(February) . Washington, DC: International Monetary Fund. 

Jonsson, G. and A. Subramanian. 2000. "Dynamic Gains from Trade: 
Evidence from South Africa." IMF Working Paper 00/45. 
Washington, DC : International Monetary Fund. 

Ministry of Trade and Industry. Egyptian International Trade Point. 
I . 	 R S X 

http://www.arab.neValgeria/aa_trade.htm
http://nm.onlinenigeria.com/template/?a=293&z=2
http://wwwarab.neValgeria/aa_trade.htm
http://wwwrba.co.uk/sorces!stats.htm
http://www.tpegypt.gov.eg/TradeSt.aspx


70 

co 
u 

<I) 
<I) 

OJ 
c: 
OJ 
>.+:; 

OJ 

Cl. 

-

E 
a 

U 
"C 
c: 
co 
ci. 

.r::. 
~ 
:::J 
OJ 
c: 
~ 
Cl. 

~ 
c: 

l.U 

Gender in African economies 
The study Can Africa Claim the 21st Century? made 

the argument that Africa has enormous un exploited 

potential, especially the potential of women. Specifically, 

it pointed out that women comprise one ofAfrica's 

hidden growth reserves, providing most of the region's 

labor, but their productivity is hampered by widespread 

inequality in education as well as unequal access to land 

and productive inputs. The report concluded that gender 

equality can be a potent force for accelerated poverty 

reduction .2 The economic importance of women in 

Africa was reinforced by the Mrica Commission 

Report, which noted that "all the evidence agrees that 

[women] make a greater contribution to economic life 

than their menfolk."3 The World Bank's Africa Action 

Plan (AAP), developed in response to the G8 Summit in 

2005, also reiterates the central contribution of women 

to African economies (see Box 1). The AAP progress 

report presented to the Bank's Board of Directors in 

March 2007 included women's economic empowerment 

as one of eight flagship areas for increased focus during 

implementation. 

Gender inequality plays a significant role in 

accounting for Africa's poor growth and poverty reduc

tion performance. A recent review of available evidence 

indicates that gender inequality in education may limit 

growth; that inequalities in access to land and productive 

inputs reduce agricultural productivity, investment, and 

modernization; and that inequalities in time burdens, 

alongside h.igh demographic growth rates, all contribute 

Box 1: Africa Action Plln: The key contribution 
of women 

Pro-active measures to build the assets of women and to 
connect women to markets are essential if Africa is to suc
ceed in meeting the challenges of shared growth. A distin
guishing characteristic of African economies is that gender 
differences lead to men and women playing substantially dif
ferent economic roles. Much of Africa's economic activity is 
in the hands of women. Data from Uganda suggest both that 
women contribute about 50 percent of the country's GOP. and 
that women and men are not equally distributed across the 
productive sectors. Time allocation studies throughout Africa 
confirm women's preponderant role in agriculture. Because 
men and women differ in their access to, and control over, 
productive and other assets, economic capacities and incen
tives are strongly gender-differentiated in ways that affect 
supply response, resource allocation within the household, 
labor productivity, and welfare. These differences have impli
cations for the flexibility, responsiveness, and dynamism of 
the economy, and they directly limit economic growth. 

Source: World Blnk. 2005. 

to reducing women's ability to participate effectively in, 

and to benefit from, economic growth: 

The legal and regulatory environment is a core 

element of the investment climate, and is also critical 

for competitiveness. In particular, property rights, labor 

laws, personal security, the performance of the judiciary, 

and the time and cost required to register, license, and 

operate a business all affect competitiveness and the 

dynamism of the private sector. This environment may 

affect men and women in quite different ways , as in 

many Mrican societies laws and customs impede women 

to a greater extent than men in obtaining credit, pro

ductive inputs, education, training, and information 

needed to start and operate a business. Although in 

some cases there may be gender-specific legal and 

administrative barriers, for the most part the regulatory 

environment will be "gender-neutral" in principle, but 

with possibly gender-differentiated outcomes in practice 

-for example, women may be less able than men to 

afford long and expensive registration procedures. For 

these reasons, women may be more disadvantaged than 

men in starting-up and managing enterprises. 

Characteristics of men's and women's enterprises 
Enterprise Surveys allow us to identity certain charac

teristics of a business, such as the sector in which it 

operates, the size of the enterprise, the number of years 

it has been in operation, whether it is an individual or 

family enterprise, and, in many cases, the sex of the 

business owner. 5 This chapter examines some of these 

characteristics differentiated by the sex of the business 

owner. Entrepreneurs, whether they are men or women, 

are a small, select sample of the population. Since the 

Enterprise Surveys necessarily focus on entrepreneurs 

operating businesses, it is important to bear in mind that 

these entrepreneurs have already overcome whatever 
barriers exist to entry into business, including any 

gender-based barriers. It is likely that gender differences 

in access to entrepreneurship may well exist. but such 

barriers cannot be analyzed in these datasets. Moreover, 

and related to the previous point about selection, 

women and men entrepreneurs are likely to differ not 

only with respect to observable characteristics but also 

with respect to unobservable characteristics that make a 

good entrepreneur, such as motivation, innate ability, 

persistence, and in tuition. 

The Enterprise Survey data confirm that women 

entrepreneurs are a minority compared with their male 

counterparts. 6 However, there is large variation across 

countries. Including only manufacturing enterprises 

with at least 10 employees, women own fewer than 10 

percent of firms in Kenya, Morocco, Nigeria, Senegal, 

and Tanzania, but up to 40 percent or more in Botswana, 

Cameroon, Cape Verde, and Mozambique (Figure 1).7 

These percentages are very similar if one looks at a sub

sample of enterprises run by a stakeholder with more 
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Source: World Bank Enterprise Surveys, 2002-2006. 


Note: The sample is restricted to individual and family firms. Enterprises with fewer than 10 employees and enterprises operating in the service sector are excluded. 


than 50 percent of the firm's shares-the percentage of 

female-owned enterprises decreases in Cameroon and 

Egypt, and particularly in Mozambique and Cape Verde, 

but remains very similar in all the other countries. If it is 

reasonable to assume that a majority stakeholder also 

runs the business, these percentages can be interpreted as 

approximately reflecting the share of female owners 

who manage their own enterprise. 

Research conducted in other regions indicates that 

women are less likely than their male counterparts to 

own businessesB In the 40 countries included in this 

study, the percentage of women entrepreneurs ranges 

from a low of 1.9 percent of adult women in Belgium 

to 49.9 percent in the Philippines. While overall entre

preneurship rates for both men and women are higher 

in low/middle-income countries than in high-income 

countries, in all of the countries studied entrepreneurship 

rates for men are higher than those for women. 

The data for African countries also distinguish 

between individual and family enterprises .The percentage 

of entrepreneurs in family enterprises (as distinct from 

individual enterprises) is higher-sometimes much 

higher-for female-owned enterprises than tor male

owned enterprises in almost all countries. As shown in 

Figure 2, only in Kenya and Lesotho are men entrepre

neurs more likely than women entrepreneurs to be in a 

family enterprise. Overall, women are more likely than 

men to own (and possibly manage) their enterprise 

together with other family members, rather than on 

thf'ir own. The nredominance of women in familv 

enterprises is also significant in two other respects. First, 

it may be that family enterprises are a way for women 

to combine their business activities with their domestic 

or household tasks, which are disproportionately 

women's responsibility. Second, other factors affecting 

family members-such as their legal status and their 

marital and property rights-are likely to affect the type 

of constraints that the firm may face and the performance 

of the business as well. 

Unfortunately, the Enterprise Survey data do not 

include much information on the personal characteristics 

of the entrepreneur.To build a profile of men and 

women entrepreneurs, we have therefore analyzed 

household survey data9 that allow us to distinguish 
between several categories of workers, including 

"employers" (defined as self-employed people who hire 

employees), whom we believe to be a reasonable proxy 

for the category of" entrepreneurs" in the Enterprise 

Surveys. The analysis of household survey data indicates 

that women entrepreneurs tend to be younger than men 

(by two to six years), an encouraging sign that access 

into entrepreneurship may be easier for younger cohorts 

of women. In almost all countries, a much lower share 

of female than male entrepreneurs is married.This is a 

particularly significant finding in that it suggests that 

women may not find it easy to combine both family 

and enterpri.se responsibilities. Case studies confirm this 

finding, as it is rare to find women entrepreneurs whose 

husbands support their enterprises. II) Finally, these data 

confirm that women entre reneurs are much more 
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Table 2: Percentage of entrepreneurs who identify selected obstacles as "major" or "very severe," by sex of the c:: 

U) business owner 
U) 

OJ 
c:: 
OJ OBSTACLE 
> 

Skills and education Crime, Labor licenses.;:; -
OJ Access to land 01 Ivailabla worhrs Corruption theft, disorder regulations end pennits 
Cl. 

E CountryiYear of survey female Mola Female Male female Male Femele Male Female Male Fema le Male 
a 

U 
Angola 15 26 10 22 22 37 27 35 3 12 31 31co 

c:: 
co Benin 32 21 85 50 34 52 
ci Botswana 31 23 18 14 23 22 14 22 9 16 16 

..c Burkina Faso 8 19 50 8 19 22 
~ 
::::J Burundi 29 30 12 10 24 14 21 17 o 2 16 10 
OJ 

61 ____4...2g Cameroon 26 6 17 6 42 29 26 6 75 29 
0. Cape Verde 
~ Congo, Oem. Rep. 24 15 14 15 18 18 30 20 14 12 31 25 
c:: 


u..J Egypt 29 20 35 36 59 63 nla nla 24 31 14 11 

~- Eritrea._____~__ 


co 

OJ 36 3 o 3 6 
c:: Ethiopia 61 63 14 15 46 43 11 o 4 3 10 
OJ 
~ Gambia, The 30 27 18 8 15 9 15 11 7 2 13 14 

Guinea-Bissau 26 24 15 11 40 45 29 33 12 3 9 20 

Kenva 24 29 77 72 25 16 

lesotho 29 33 38 51 19 27 

Madagascar 18 22 32 27 41 48 42 35 19 10,-__ 14 14 
Malawi 19 45 48 49 15 5 

52 ___Mali 40 21 25 4 10 
Mauritania 14 29 26 15 21 15 o 4 3 4 

Mauritius 23 39 35 24 26 46 
Morocco 38 45 36 20 16 16 9 18 15 18 19 
Mozambique __-:-___ 35 24 32 32 63 56 49 51 18 43 31 25 
Namibia 19 14 13 24 26 18 26 26 9 10 9 7 

Niger 14 2 58 6 17 17 
Nigeria nla nla 5 nla nla 26 17 12 
Senegal 28 18 36 13 16 7 
South Africa 6 3 19 30 19 16 35 32 16 33 o 374 
Swaziland 10 13 12 11 _._....:1".9 24 31 32 4 6 21 26 
Tanzania 29 29 54 29 13 30 

Uganda 13 22 ___--'~ 9 25 2 15 14 2 8 16 

Zambia 19 39 50 56 19 15 

Source: World Bank Enterprise Surveys, 2002-2006. 

Note: The figures represent the percentage of entrepreneurs reporting the identified obstacle as "major" or "very severe:' Figures are not shown when the sample 
size is fewer than 30 enterprises (= . ). nla indicates that the data were not collected in the survey. 

given constraint. Figure 3 shows predicted probabilities 

of complaining about an obstacle being "major" or 
"very severe" for a man and a woman entrepreneur with 

fixed characteristics-that is, similar in all respects 

except for their sex. 12 The results are shown for 6 of 

the 18 constraints identified in the Enterprise Survey 

questionnaire~these are the constraints that are usually 

indicated as more binding and critical for women than 

for men, such as corruption and access to finance. 

Women and men entrepreneurs do differ in their per

ceptions of business constraints, after controlling for the 

most important observable characteristics. Again, howev

er, there is no consistent pattern across countries and 

constraints. In some countries, men are more likely than 

women to report a constraint as "major" or "very 

severe"; in other countries the opposite holds-even 

when looking at the same type of constraint. In several 

cases, men and women entrepreneurs agree on the 

severity of a constraint. No constraint appears to be a 

" female-type" of constraint, that is, one overwhelmingly 

suffered b women. Corru tion. for exam Ie. is alon 

with access to finance, a constraint that one would 

expect women to be more likely to complain about 
than others. As shown in Figure 3b, in Mozambique, 

Senegal, and Zambia, women are more likely than men 

to judge corruption a "major" or "very severe" obstacle, 

but in Angola, Benin, Egypt, Malawi, and Mali, men are 

much more likely to complain about corruption. 

Access to finance appears to be as much a male 

problem as it is a female one. If women are more likely 

to indicate this constraint as "Inajor" or "very severe" in 

Burundi, Eritrea, Kenya, Lesotho, and Madagascar, men 

identify this more as a constraint in Angola, Mauritania , 

and Tanzania . Figure 3 reveals a very clear positive 

correlation-in countries where the probability of a 

woman considering an obstacle "major" or "very severe" 

is higher, the probability of men complaining about the 

same obstacle to the same degree is also higher. So, for 

example, corruption is clearly a problem for both men 

and women in Egypt and Kenya , access to finance in 

Guinea-Bissau and Cameroon, and tax administration in 

Cameroon and Kenva . Some issues aooe~r to he mor~ 
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Figure 3: Probability of an entrepreneur declaring that a specific constraint constitutes a "major" or "very severe" 
obstacle for the operation and growtb of the business. by sex of the business owner 
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located in the capital city, in operation for about seven years, and where top management has an education level below university. 

The points above the diagonal line represent countries in which the estimated probability of the "stylized enterprise" complaining about the constraint as a "major" 
or "very severe" obstacle is greater for women enterprises. The points below the diagonal line show where the probability is greater for male enterprises. 

Only in countries indicated in bold is the diHerence significant in a statistical sense (at the 5 percent level). However, because the sample sizes are often quite 
small, it is not possible to determine in countries with a substantial but not statistically significant diHerence whether this result is due to the small sample size 
or whether it reflects the fact that there is no economic diHerence between men and women. For this reason, where this is the case, these countries are also 
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Figure 3: Probability of an entrepreneur declaring that a specific constraint constitutes a "major" or "very severe" 
en obstacle for the operation and growth of the business. by sex of the business owner (cont'd.)
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located in the capital city, in operation for about seven years. and where top management has an education level below university. 

The points above the diagonal line represent countries in which the estimated probability of the "stylized enterprise" complaining about the constraint as a "major" 
or "very severe" obstacle is greater for women enterprises. The points below the diagonal 'line show where the probability is greater for male enterprises. 

Only in countries indicated in bold is the difference significant in a statistical sense (at the 5 percent level). However, because the sample sizes are often quite 
small. it is not possible to determine in countries with a substantial but not statistically significant difference whether this result is due to the small sample size 
or whether it reflects the fact that there is no economic difference between men and women. For this reason. where this is the case. these countries are also 



severe than others-access to finance is in general 

clearly felt as a more problematic constraint than labor 

regulations. 

International research in other regions indicates that 

a lower level of confidence, a greater fear of failure, and 

the lack of role models may be preventing some women 

from entering into business ownership in the first place. 

In interviews conducted as part of the 2006 Global 

Entrepreneurship Monitor surveys in 40 countries, 

fewer adult women than men interviewed feel that 

they "have the required skills and knowledge to start a 

business": 41 percent of women in low- or middle

income countries compared "vith 50 percent of men, 

and 33 percent of women in high-income countries 

compared with 46 percent of men. These gender differ

ences disappear among the women and men interviewed 

who actually own enterprises, with over three-quarters 

of male and fenule respondents saying they have the 

required knowledge and skills. Likewise, women who 

are not business owners are more likely than men to 

agree that "fear of failure would prevent me from starting 

a business" (40 percent compared with 33 percent in 

low- or middle-income countries and 44 percent com

pared with 39 percent in high-income countries) and, 

again, gender differences disappear among the active 

business owners interviewed. U 

The lack of role models is another constraint to 

women's entrepreneurship, but one that appears to be 

diminishing with time. Among the adult women inter

viewed for the 2006 Global Entrepreneurship Monitor 

study,just 35 percent in low- or middle-income countries 

and 27 percent in high-income countries personally 

know someone who has started a business. That share 

increases to 53 percent and 47 percent, respectively, 

among established business owners (those who have 

been in business for more than 42 months), and it is 

even higher for newly established businesses--61 percent 

of women in low- or middle-income countries and 

56 percent of women in high-income countries. 14 

Consequently, familiarity with someone involved in 

entrepreneurship is positively correlated with becoming 

an entrepreneur, and it appears that there are now more 

such role models for women getting into business today 

than even in the recent past. These factors all affect 

selection into entrepreneurship at the outset, and help to 

explain why, once already engaged in entrepreneurial 

activity, differences based on gender seem to become 

less immediately relevant . 

The results derived from the Enterprise Survey data 

presented here need to be interpreted with caution. 

First, sample sizes are small. Second, there are missing 

observations that are likely not to be random and there

fore are likely to affect the results . For example, entre

preneurs who have a strong feeling about a constraint 

being severe may be more likely to answer the question 

(or vice versa). This selection effect on the missing values 

may be different for men and women .Third, these 

'" 
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results reflect perceptions, not objective measures of the 

constraints identified. Finally, the severity of the con en 
en 
Q)

straints is assessed by entrepreneurs already in business	c 
Q) 

therefore these constrai.nts are perceived in relation to ."" 
> 

Q)how they affect the firm's operations, not its slartllp. It 	 a. 
E

may be that women are affected more than men by spe	 o 
U 

cific constraints at the startup stage, so that they are not -0 
c: 

able to enter into business, but this is not amenable to '" 
analysis through the Enterprise Survey data. 

How is the performance of businesses affected? 
The analysis of constraints developed in the previous 

section indicates that, although there are cases in which 

women are more likely to identifY certain obstacles as 

"m~or" or "very severe," men's and women's perceptions 

tend to be in agreement more often than we might have 

expected. Even if perceptions of constraints are frequently 

similar for men and women, it is important to ask 

whether some constraints affect the performance of 

female-owned enterprises more than they affect the 

performance of male-owned enterprises. 

In what follows, two indicators of performance 

have been analyzed: value-added per worker and total 

factor productivity (TFP).15 A priori, differences between 

female- and male-owned enterprises may be expected, 

due, for example, to women f.1cing greater difficulties 77 
than male entrepreneurs in managing their enterprises. 

Or, conversely, differences may be due to women entre

preneurs being a very selected sample, because they had 

to face greater obstacles than men to start their businesses 

in the first place. 

The vaIue-added per worker is very similar for men 

and women, as Figure 4 illustrates. This analysis disag

gregates the results presented in Chapter 1.2 by sex of 

the owner of the enterprjse. Only in three countries 

(Tanzania, in favor of women; Namibia and Botswana, in 

favor of men) is there a statistically significant difference 

between the median of the value-added per worker of 

the two groups of entrepreneurs. 

Women entrepreneurs are also fairly equally distrib

uted across quintiles ofTFP-see Figure 5. 16 Women are 

not overrepresented at the top of the distribution of 

TFP, nor are they overrepresented at the bottom. 

These results suggest that, once men and women 

entrepreneurs are in business (and survive in business), 

they face on average the same conditions, and their 

enterprises display very similar levels of value-added per 

worker and TFP. It may be that, if selection of women 

into entrepreneurship is tougher than for men, higher 

unobservable characteristics of women compensate for 

higher obstacles that they may be facing as women, but 

the net result is essentially one of no difference in pro

ductivity. The positive message, therefore, is that in Africa 

women's enterprises can be just as productive as men's. 

What about the impact of business constraints on 

firm productivity? Even in this case there is no evidence 
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Figure 4: Median value-added per worker. by sex of the business owner (2005 US$) 
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Figure 5: Total factor productivity. by quintile and sex of the business owner 
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of the performance of female-owned enterprises being 

disproportionately negatively affected. Figure 6 shows 

the relationship between median value-added per worker 

(by sex of the business owner) and the severity of two 

constraints that are generally identified as gender-adverse: 

corruption (measured by the percentage of entrepreneurs 

forced to pay bribes to obtain a service or a license, 

Figure 6a) and access to finance (measured by the average 

percentage of working capital fmanced by "formal" 

sources-from local or foreign commercial banks, leasing 

arrangements, investment funds, trade credit, credit 

cards, Figure 6b-and by all types of external sources, 

including informal networks, Figure 6c). In this case, the 

chosen constraints are more "objective" than the percep

tions of entrepreneurs about the severity of an obstacle, 

analyzed in the previous section. 

The negative relationship between corruption and 

productivity highlighted in Chapter 1.2 exists for both 

men and women entrepreneurs. However, according to 

the Enterprise Survey data, the productivity of female

owned businesses does not appear to be affected more 

than the productivity of male-owned businesses. 17 The 

same holds for access to finance, measured as the average 

percentage of working capital from formal sources. 

Similarly, across countries, a larger share of working cap

ital derived from external sources (that is, from formal 

sources as well as informal channels such as f.1mily, 

friends, money lenders, but excluding internal funds and 

sale of stock) is associated with higher productivity, but 

the same relationship exists for men and women alike. 

These f1l1dings are confirmed even after controlling 

for the firm's characteristics (size, sector, location, and 

whether the firm exports or not). Except in a few cases, 

the performance of female-owned enterprises is not 

disproportionately affected by the severity of the con

straints. 18 In other words, once they are over the entry 

threshold and are operating businesses, both men and 

women entrepreneurs in this sample are by and large 

affected by these constraints in the same way. 

The broader context 

Although the focus on formal sector entrepreneurs 

sheds light on a particular, if small, facet of entrepre

neurial activity, it is important to bear in mind both the 

wider context in which such activity occurs in Africa 

and the limitations of available data in interpreting these 

results. First, much economic activity in Africa takes 

place in the informal sector, which is poorly captured in 

available data and statistics. Second, data on the legal 

status of men and women, on gender differences in 

property rights-for example, with respect to land own

ership-or rights relating to marriage and inheritance, 

which are highly relevant for understanding how the 

business climate affects men and women differently, 

are largely unavailable and require in-depth and 

Figure 6: Median value-added per worker and intensity of selected constraints, by sex of the business owner 
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~ Figure 6: Median value-added per worker and intensity of selected constraints. by sex of the business owner (cont'd.)c: 
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country-specific analysis that is beyond the scope of this 

chapter. Third, Enterprise Surveys have important limi

tations for the analysis of female entrepreneurship in 

terms of coverage, sample size, and information collect

ed. These issues will be addressed in turn. 

The informal sector 
Entrepreneurs-male or female-constitute a very small 

percentage of the population, according to household 

survey data. Almost everywhere, less than 1 percent of all 

women of working age (15 to 65 years old) are 

"employers"-that is, women who own a business in 

which they employ hired labor. In Africa, most working 

women are not "formal" entrepreneurs but are rather 

self-employed and own-account workers in the informal 

sector. The informal sector is particularly important in 

Afi'ica, and is often an entry point for broadening 

participation in the private sector. International Labour 

Organization (ILO) data indicate that the informal 

sector represents 48 percent of nonagricultural employ

ment in North Africa, and 72 percent of nonagricultural 

employment in sub-Saharan Africa. I') Informal employ

ment is generally a larger source of employment for 

women, though not in North Africa. 

For example, the recently completed Gender and 

Growth Assessment (GGA) for Tanzania confirmed the 

importance of the informal sector in the economy, not

ing that the vast majority of businesses in the country 

are outside the formal legal system. It is estimated that 

the number of women entrepreneurs ranges from 

730,000 to 1.2 million, and are particularly found in 

the micro, small, and medium-sized enterprise (MSME) 

sector where they make up 43 percent of the total. 

Barriers to the formalization of a business-particularly 

lengthy and complex business registration, iJlCorpora

tion, and licensing practices-have a disproportionately 

negative effect on women, in some cases making it 

impossible for them to formalize their businesses.2o 

Women's participation in the informal economy may 

help in understanding their participation in the formal 

sector. It has been argued, for example!, that women 

running informal enterprises value the higher flexibility 

offered by the informal sector. This is confirmed by 

women entrepreneurs in both Kenya and Tanzania. 21 

One of the important reasons that women may 

prefer the flexibility of informal arrangements is that 

this flexibility makes it easier for women to manage 

their "double workday." Because women usually have to 

assume by far the greater burden of domestic tasks, as 

revealed in time allocation data in Africa, their capacity 

to engage in economic, including entrepreneurial, activ

ity is much more constrained.22 Moreover, the boundary 

between economic and household activity is less we'll 

drawn in Africa than in other regions, 2'> and conventional 

labor force data capture a much more limited share of 

women's total workload than men's. This additional 

workload means that women can essentially carry out 
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~economic activities only in conjunction with or after c 
<nfulfilling their domestic responsibilities. This may help to 
<n 

Cexplain why, as indicated earlier, women are more likely '" 
>to be involved in family enterprises that are more com .;::;'" 

patible with combining both domestic and economic 
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Legal and regulatory constraints 0.. 

Many African countries are characterized by the coexis L:; 

~ 

tence of dual or multiple legal systems, which lead to 
~ 

'"c 
~greater insecurity of women's legal status, compared 0.. 

~ with men. A 10-country study of women's legal rights C 

in sub-Saharan Africa finds that under both statutory 
L.LJ 

and customary law, the overwhelming lTl;uority of 

women in sub-Saharan Africa-often regardless of their 

marital status---cannot own or inherit land, housing, or 

other property in their own right24 Eligibility to access 

finance is identified as a hurdle in the World Bank's 

recent study of finance in Afi·ica. In Swaziland, for 

example, legislation mandates that a woman can be 

party to a contract (such as opening an account or taking 

out a loan) only with the consent of her father, husband, 

or other male family member. This might explain the 

large gender gap in bank accounts-52 percent of men 

but only 30 percent of women have accounts in that 

country.25 Many country studies document the ways in 

which property rights differ for men and women, and 81 
how protections and remedies afforded to women are 

different fi'om those afforded to men. These constraints 

may not have as much impact on women who are 

already entrepreneurs, but may have a severe impact on 

women who want to become entreprel]eurs and are not 

able to do so. Unfortunately, data are "sorely lacking" 

according to one study of women's property rights in 

sub-Saharan Africa. 2(' This makes it diffIcult to know the 

true extent of women's ownership or control of key 

assets and resources. 

Some African countries have embarked on reforms 

aimed at reducing the discriminatory treatment of 

women by their legal systems. RefoHns have generally 

focused 011 gaining equal legal protection for women 

under constitutions, suffrage rights, fair labor laws, family 

law (for example, incorporating the various customs 

governing women's role in the family into a uniform 

legal code), and improving women's right to property 

under intestate laws. Not all constitutions guarantee 

women equal rights with men, and in countries where 

they do, lower-level laws or application of laws may 

violate the gender equality provision of the constitution, 

and common practice may ignore it altogether. To 

address some of these issues, African heads of state 

adopted a protocol to the African Charter on Human and 

Peoples' Rights on the Rights ~fWomel1 in Africa in Maputo 

in 2003, which entered into force in November 2005. 

In all, 43 countries have signed the protocol, and 20 

have ratified itY 

http:country.25
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A promising area of intervention in support of 
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<n 

women's entrepreneurship has been opened up through 
OJ 
c: the work pioneered by the Gender Entrepreneurship
OJ 
>- Markets (GEM) unit of the International Finance 
OJ -c. Corporation (IFC), in collaboration with the Foreign 
E 
a Investment Advisory Service (FIAS) and the World 

U 
-r:::J Bank. A program of Gender and Growth Assessmentsc: 
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(GGAs) is now being developed to addrt'ss legal andci. 
regulatory obstacles that affect men and women differ~ 

OJ 
:::J 

ently, to build the capacity of entrepreneurs, bankers, c: 
~ and other stakeholders, and to put in place fl11ancing 
~ mechanisms for women entrepreneurs in partnership 
c. 

c: 
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wi th commercial banks (Box 2). ...: 
OJ 

-r:::J 
c: The Uganda GGA, for example, found that women 
OJ 

CD comprise 39 percent of businesses with registered prem
~ ises, yet most female workers in Uganda either are 

unpaid family farm workers or are self-employed in the 

informal sector. 2H Barriers to the formalization of a busi

ness appear to have a disproportionate effect on female 

entrepreneurs ill Uganda due to increased time con

straints, fewer official contacts, and less access to funds . 

In some cases, these constraints create an absolute 

barrier to women's ability to formalize their businesses. 

The costs of registration and licensing regulations are 

markedly different for women compared with men (see 

Box 3). 

Limitations of Enterprise Survey data for gender analysis 

Although the Enterprise Survey data are without doubt 

a rich source of information about enterprises, their 

activity, and their constraints, they have important limi

tations for investigating entrepreneurship disaggregated 

by sex. The first problem is one of coverage. Because 

only enterprises are sampled, it is impossible to analyze 

the process of selection into entrepreneurship and the 

effect of the constraints on the startup of enterprises, 

including those owned and managed by women. 

Second, sample sizes are often too small to allow an in

depth analysis of women entrepreneurs, who represent 

in some cases only 10 percent or less of the sample. 

Third, the relationship between ownership and manage

ment is not thoroughly examined in these data. Yet this 

Box 2: World Bank-lFC partnership focases on women eDlrepnnean 

To strengthen the business-enabling environment for women 
entrepreneurs. the Gender Entrepreneurship Markets (GEM) 
unit of the International Finance Corporation (lFC) in collabora
tion with the Foreign Investment Advisory Service (FIAS) and 
the Africa Region of the World Bank has developed new adviso
ry and analytical products. At government request (usually 
finance or trade ministries). Gender and Growth Assessments 
(GGAs) have been carried out in Kenya. Tanzania. and Uganda 
and are underway or planned in Ethiopia. Ghana. and Rwanda. 
Building on the -Doing Business· indicators. Investment Climate 
Assessments, and FIAS Assessments, these GGAs address
through a gender lens-the legal and regulatory obstacles that 
affect businesses and propose concrete measures to tackle the 
obstacles identified. In Ghana, Kenya. and Tanzania. accompa
nying Voices of Women Entrepl'flneurs reports showcase suc
cessful women entrepreneurs as role models. Key results to 
date include: 

• 	 In Uganda and Kenya. GGA recommendations have been 
fully integrated into these countries' private-sector devel
opment strategies. 

• 	 In Uganda. a Gender Coalition has been created to support 
the implementation of GGA recommendations. Following 
lobbying from the coalition. GGA recommendations have 
been incorporated into four labor reform bills covering 
employment occupational safety and health, labor dis
putes. and labor unions, which were passed in 2006. The 
Ministry of Finance. acting on GGA recommendations. 
commissioned new legal drafts of the Companies Act. the 
Chattels Transfer Act and other bills. 

• 	 As access to formal finance is now identified as among 
the most significant obstacles.IFC-GEM has worked with 
IFC Financial Markets to put in place lines of credit for 
onlending to women entrepreneurs through commercial 
banks. In Nigeria. a USS15 million line of credit was provid
ed to Access Bank pic. to onlend to women entrepreneurs. 
and by January 2007 US$4.5 million had been disbursed to 

33 women-owned businesses. In Uganda. USS6 million has 
been provided to Development Finance Company of 
Uganda (DFCU). with USS2 million set aside for women 
entrepreneurs. In Tanzania, a USS5 million line of credit for 
onlending to women entrepreneurs has been provided to 
Exlm Bank, of which USSl million has been onlent to a 
woman-owned microleasing company. 

• 	 lending to women is only part of the story. Under a finan
cial products and advisory services package. the IFC is 
helping to train bank staff in areas such as market posi
tioning and gender sensitivity. and is advising banks on 
new product development such as insurance services for 
women. Women clients receive tailored training in how to 
prepare a bankable business. in product development and 
in access to markets. To date. around 280 stakeholders in 
Ghana. Kenya. Tanzania. and Uganda-including govern
ment staff. lawyers. entrepreneurs. and members of civil 
society-have been trained in public-private dialogue, 
advocacy and media issues. and business management 
skills. 

Source: Based on materials provided by the IFe GEM Unit 
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Box 3: Regulatory reform and female-headed enterprises in Uganda 

The Uganda R.gulatory Cost Suwey R.pOff 2004, which cov
ered 241 enterprises in four regions, measured the compliance 
cost of registration and licensing requirements. Key findings 
were: 

• 	 Over a quarter of all enterprises reported that govern
ment officials had HinterferedHwith their business, by, 
for example, threatening to close it or asking for bribes. 
For female-headed enterprises, the figure rose to 43 
percent. 

• 	 Forty percent of micro enterprises headed by a woman 
felt that the total burden of regulation was ·heavy· or 
·severe-Ias compared with 35 percent for enterprises 
headed by a man). 

• 	 Trade licenses were identified as the most burdensome 
regulation. Over 40 percent of women, compared with 
just over 30 percent of men, reported trade license pro
cedures as an obstacle to the growth of their business. 

issue appears to be particularly relevant for women, 

given that one of the more pertinent findings presented 

in this chapter concerns the very high percentage of 

women entrepreneurs who are part of a family enter

prise. Finally, in addition to clarifying the relationship 

between ownership and management, Enterprise 

Surveys would be better suited to the analysis of female 

entrepreneurship if they included more questions about 

the background of the entrepreneur, for example, more 

information about personal characteristics and family 

background, and the reasons that motivated the individ

ual to become an entrepreneur in the first place. 

Conclusions 
This chapter shows that both men and women are 

active as entrepreneurs in Africa, and their enterprises 

share many common characteristics. For the select sam

ple of manuf.1cturing and service sector entrepreneurs 

captured in the Enterprise Surveys, the analysis reveals 

surprisingly little difference between men and women 

entrepreneurs. There are some differences in the type of 

businesses in which men and women are engaged, and 

some differences in perceived constraints. However, 

these differences are often quite small and are not con

sistently associated with specific countries, sectors, or 

types of business. 

Because this chapter finds such small differences 

between men and women entrepreneurs along the 

dimensions analyzed here, it may be tempting to 

conclude that there is little to be gained from addressing 

The Regulatory Best Practice PrOlram has started pilot proj
ects to reduce the time and monetary cost of obtaining trade 
licenses, by streamlining licensing procedures and reducing the 
number of approvals. A pilot project in Entebbe Municipality 
reduced the time spent by Ugandan businesses in obtaining 
licenses by 90 percent, reduced compliance costs by 75 per
cent. and increased revenue collection by 40 percent The 
impact assessment of the first pilot at Entebbe Iwhich has 
recently won an Intemationallnvestors award) suggests that 
the reforms were encouraging female-owned enterprises to 
obtain licenses for the first time-most of the license applica
tions from women were first-time registrations. 

Source: Ellis et at. 2006. 
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entrepreneurship in Africa through a gender lens. This 

would be a mistake, as even the absence of differences

for example, with respect to firm performance-is an 

important and positive finding. This analysis brings to 

light several important findings that are relevant for 

strengthening Africa's competitiveness and entrepre

neurship: 

• 	 Women entrepreneurs are more likely than their 


male counterparts to be engaged in family enter


prises. They are also generally younger and less 


likely to be married. In recent years, it seems to 


have become easier for women to enter into entre


preneurship. This suggests that family dynamics play 


an important role in entrepreneurship in Africa, and 


that these dynamics are particularly relevant for 


women entrepreneurs. The confluence of family 


and business activity, or, as mentioned earlier, the 


blurring of the boundary between household and 


economic activity, suggests that the legal status and 


rights of women within the family-especially in 


relation to marriage, inheritance, and property 


rights-have a bearing on their capacity to engage 


in entrepreneurial activity. 


• 	 Contrary to what one might expect, in the sample 


analyzed here women are as likely to own large 


businesses as small ones, and there is no gender


distinct segmentation of women entrepreneurs in 


terms of the sector of operation or the size and age 


of the business . 
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• 	 Women's businesses are at least as productive as 

those of their male counterparts, as measured by '" '" w 
c 	 value-added per worker and TFP. Once men and w 
> women entrepreneurs are operating their businesses, 
w 
a. the constraints and obstacles they face affect them 
E 
a in largely the same way. Differences based on gender

U 
"0 
C 	 tend to disappear, as shown both in this chapter and 
co 

in the Global Entrepreneurship Monitor surveys in ci. 
.r:: 
~ 40 countries. This is further confirmed in the find
:::l 

ing that in countries where it is easier overall toW 
C 

~ start, register, license, and operate a business, there a. 
~ are more women entrepreneurs.c 

UJ 

W 
"0 
C • 	 The absence of significant gender-based barriers in 
W 

CD 	 operating a business does not mean that there are 

no gender-based obstacles to entrepreneurship. It is 

very likely that barriers to CIItry into entrepreneur

ship present greater obstacles for women than for 

men. 

• 	 Consequently, measures aimed at facilitating entry 

into entrepreneurship through legal, regulatory, and 

other reforms are likely to have a more positive 

impact on women entrepreneurs. As shown in the 

GGA program, priority needs to be given to tack

ling gender-based legal and regulatory obstacles to 

84 	 starting a business as a specific component of the 

wider eflort to improve the business-enabling 

environment. 

This analysis suggests that complex family dynamics 

are at work in relation to business activity in ways that 

are particularly important for women. This raises ques

tions that merit further analysis, such as what decision

making power women have, and whether the presence 

of a male relative in the enterprise either dilutes or 

facilitates (for example, by mediating access to credit) 
the discharge of their managerial responsibility. A further 

question concerns the ways in which women manage 

their "double workday," including through preferring 

informal arrangements that are more compatible with 

their domestic responsibilities. The wider realms of fam

ily relations, and of property, marital, and inheritance 

rights, all have a bearing on the potential and prospects 

facing women entrepreneurs that are not the same as for 

men. Though data are very limited, available evidence 

suggests that there is persistent discrimination against 

women and greater precariollsness of their legal status 

and rights. 

An important arena for further work is to address 

women's disadvantage by analyzing other types of 

data-for example, household surveys, or surveys of 

informal sector activities. Also, more could be done 

using Enterprise Surveys if they included more informa

tion about observable characteristics of the entrepreneur 

that are not currently collected-for example, family 

background (what do parents and spouses do?), the way 

the firm was acquired, and the role played by men and 

women in managing the firm. Since sex-disaggregated 

data on property ownership, assets, and legal rights are 

lacking, one critical task is to develop statistical and 

data-gathering capacity in this area. 

The finding that there are no or fevv significant dif

ferences between female and male entrepreneurs once 

they are already operating businesses-in terms of the 

sectors of operation, the size or age of the business, and 

the performance and productivity of the business-is 

encouraging. It suggests, for example, that Africa does 

indeed have considerable hidden growth potential in its 

women, and that tapping that potential, including 

through removal of barriers that exist at entry, and 

reducing disparities ill access to and control of resources 

by empowering women economically, can make a sub

stantial difference for Africa's growth and poverty reduc

tion. If Afi·ica is to remain competitive, and is to tap the 

full productive potential of all economic actors-male 

and female-it is important to understand and tackle 

gender-based barriers to entrepreneurship. Once 

Enterprise Surveys obtain more information on the 

background of male and female entrepreneurs, including 

through larger samples of female entrepreneurs, it will 

be possible to undertake more robust analysis of the 

gender: dynamics of entrepreneurship in Africa. 

Notes 
The World Bank·s Enterprise Surveys. some results of which are pre

sented in the Investment Climate Profiles at the end of this 
Report. were earlier termed the ··Investment Climate Surveys.·· 

2 World Bank 2000. 

3 	Commission for Africa 2005. 

4 Blackden et aL. in Mavrotas and Shorrocks 2007. For recent 
overviews of analysis relating to gender, economic growth. and 
macroeconomic policy, see Stotsky 2006 and World Bank 2007a. 
For a wider discussion of the relevance of gender for growth and 
development. see World Bank 2001. 

5 For more information on Enterprise Surveys, see http://www.enter
prisesurveys.org{. 

6 Throughout this chapter. the data included in the analysis refer only 
to individual and family enterprises where it is both possible and 
useful to determine the sex of the business owner. Government 
enterprises and foreign enterprises are excluded. As a general 
rule. no results are presented when there are fewer than 30 
enterprises in the sample or subsample being analyzed. 

7 More recent surveys include a much larger percentage of very small 
firms than older surveys, and some include only manufacturing 
enterprises, while in others services are also covered. Because it 
may be expected that women are more concentrated in small 
firms and in services. and to facilitate comparability across sur
veys and time periods. we have excluded these enterprises in 
computing the percentages shown in Figure 1 In fact. women 
are not overrepresented in small and service sector enterprises in 
these datasets. and very similar figures are obtained using the full 
sample. 

8 Allen et aL 2007. 

9 We used Living Standards Measurement Survey (LSMS) data for the 
countries analyzed in this chapter. 

10 Case studies of women entrepreneurs are presented in Voices of 
Women Entrepreneurs reports for Kenya and Tanzania (Cutura 
2006, 2007) 

http:prisesurveys.org
http://www.enter


11 Because of small sample sizes for large firms, we are able to report 
results only for a minority of countries . 

12 These characteristics are chosen to represent a "common type" of 
enterprise-a small firm, in manufacturing other than textile and 
agro-food, located in the capital city, which has been in operation 
for about seven years, and with top manageme.nt at an education 
level below university. The predicted probabilities are based on 
the estimates of a log it model-very similar results are obtained 
with an ordered logit model. 

13 Allen et al. 2007. 

14 Allen et al. 2007. 

15 The value-added per worker has a more straightforward interpreta
tion and has been used for the univariate analysis (Figures 4 and 
61. Total factor productivity has been derived from estimating pro
duction functions including a dummy variable for female entrepre
neurship, and interactions between this variable and the invest
ment climate constraints. Several specifications have been used, 
in one- and two-step procedures, to assess the robustness of the 
results . 

16 The quintiles of TFP are created by dividing all the entrepreneurs in 
five groups of 20 percent each, after sorting all the entrepreneurs 
in order from the least productive (the ones with the lowest TFP) 
to the most productive (with the highest TFP). 

17 The slope of the line that captures the relationship between aver
age value-added per worker and percentage of entrepreneurs pay
ing bribes is the same for men and women (the same results hold 
when fitting functional forms other than the linear onel. 

18 We run one-step production function regressions for each country, 
including a dummy for female ownership and an interaction 
between female ownership and each constraint. We addressed 
the potential endogeneity of the constraint by computing its aver
age over enterprises' sector, size, and geographical location. We 
tested whether the coefficient of the interaction term (female 
ownership"average constraints) was significantly different from 
zero. 

19 ILO 2002; see also UNIFEM 2005. 

20 World Bank 2007b . 

21 Cutura 2006, 2007. 

22 For more on the time poverty issue, see Blackden and Wodon 
2006. 

23 Gelb 2001. 

24 COHRE 2004 

25 Honohan and Beck 2007. 

26 Strickland 2004. 

27 Data on the protocol are maintained by the African Union: 
http://www.africa-union.org/root/au!Documents!Treaties/ 
List/Protocol%200n%20the%20Rights %200f%20Women.pdf 

28 Ellis et al. 2006. 
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CHAPTER 1.5 

Competitiveness and 
Information and 
Communication Technol,ogies 
(lCTs) in Africa 

HAMADOUN I. TOURE. International Telecommunication Union 
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As African governments seek to liberalize their c: 

economies and integrate them more closely into the 

global economy, their industrial performance increasing
-c 
c:ly depend~ on the competitiveness of the firms serving co 
C/) 
C/)their markets-both local and foreign-owned. Firm Q) 

c: 
level competitiveness will define the ability of African Q) 

> 

economies to grow, create new jobs, and increase 
Q) 

Cl..
exports. Competitiveness is vital across all sectors of the E 

o 
ueconomy: African firms face intensifYing competition 

both in their domestic markets and as abroad. 

Competitiveness and ICTs 
Becoming competitive does not mean cutting wages or 

environmental standards, avoiding taxation, or seeking 

subsidies. All these strategies have been adopted by dif

ferent countries in the past, but the advantages they 

confer are at best transient. Rather, becoming competi

tive means adopting long-term strategies to raise effi

ciency, 'boost skill and technology levels, and move into 

higher-value products. Information and communication 

technologies (ICTs) are critical for Africa's growth. They 

enable the fast and efficient communications across dif

ferent countries and different continents that are vital 

for success in today's global economy. Not only that, but 

ICT products are themselves part of the higher-value, 

high-tech products that are growing fastest in interna- 87 
tiona I trade and that can sust;lin faster growth of incomes. 

ICTs are essential for creating new skills and generating 

growth and technological change across the whole 

economy-from agriculture to finance, construction, 

and modern services. It is this dual role of ICTs-as 

enablers of competitiveness and as a key sector in their 

own right-that makes them vital for the overall com

petitiveness of nations. 

This chapter of the ~rrica Competitiveness Report 

2007 examines the policy and regulatory landscape that 

is the foundation for the rapidly improving ICT infra

structure in Africa . Although African governments have 

already done much to liberalize telecommunications 
markets (as discussed in the next section), encourage 

investment, and promote the technological readiness 

vital to firms' survivall, more remains to be done. 

Incentives are needed to build local capabilities and help 

make local firms become more competitive. As discussed 

in the following section, African firms and telecommu

nications operators are not waiting for government, 

however-they understand the importance of technology 

and, in many cases, they are forging ahead and introduc

ing new communication technologies. The chapter goes 

on to examine the deployment of next-generation tech

nologies in the continent, including third-generation 

(3G) telephony, broadband Internet, and Voice over 

Internet Protocol (VoIP). 

Indeed, far from being isolated in the global econo

my, some African firms are already participating in the 

forefront of technological developments and investment 



opportunities. One of the striking features of the recent 

boom in mobile communications is that it is largely 

African firms-such as MTN, Orascom, and Celtel
'0 
c:: that are capitalizing on the new investment opportuni'"<I) 
<I) ties. The boom is as much homegrown as it is based onQ) 

c:: 
Q) foreign investment, and is therefore likely to prove more> 
.~ 

~ sustainable than previous rounds of investment in the 
OJ 

E 
0.. 

continent. 
o 

u The challenge for Africa is not whether to integrate 

into the global economy-that is now a given-but 

how to become competitive within an integration 

process that is already taking place. Competitiveness can 

best be achieved through public-private partnerships 

between firms and government to promote the take-up 

of new technologies and development of new skiUs. This 

chapter provides some insights into how this could be 

achieved. 

Intuitively everyone can appreciate the speed, capa

bilities, and power of computers or instant messaging 

(even if this power is not always realized!). HistoricaUy, 

however, economists have struggled to prove causation 

between the adoption of ICTs and improved productiv

ity and economic growth. As Robert Solow famously 

remarked, "you can see computers everywhere but in 

the productivity statistics." Most studies originating in 

the United States on the relationship between ICTs and 

88 productivity have typicaUy used static growth account

ing models to analyze pre- and post-1995 productivity 

data relative to the number of computers or mainlines 

(1995 being an arbitrary cut-off point roughly corre

sponding to more rapid growth of the Internet in 

Organisation for Economic Co-operation and 

Development, or OECD, countries).! Depending on 

whether cross-country regressions or case studies are 

used, on the variables and time period studied, on the 

definition of the ICT sector, and on the way endogene

ity is treated, results can differ widely. 

There are at least two reasons why the wealth of 

research in this field has failed to yield a consistent 

answer. Regressions have mainly focused on growth in 

the rmmber of computers or fixed telephone lines and 

have generaUy failed to take into account the network 

effects from connecting leT devices together (which 

are likely to be sizeable). Furthermore, due to the mas

sive growth in power and speed of ICTs over the last 

decade, there are likely to be not just one, but several, 

structural discontinuities in the time series data-that is, 

data for growth and productivity data for the last decade 

are being related to "computers" that are fundamentally 

different from the computers of the early or even mid 

I 990s. Despite these problems, Fuss and Waverrnan 

(2005) note that there is broad consensus that technical 

advances in the Information Computer (IC) and 

Telecommunications (T) sectors have ,led to large direct 

and indirect benefits to economic growth and produc

tivity. These advances allow for spillover effects and find 

some support for modern, high-capacity telecommuni

cations networks and increased deployment of computers 

having a positive impact on productivity.2 

In Africa, mobile phones are the most widely used 

form of conl1nunications technolot,'Y (see the later sec

tion of this paper on the private sector), so the debate 

surrounding the macroeconomic impact of computers 

in the United States and Europe may be less relevant. 

Waverman et a!. (2005) examined the specific growth 

impact of mobile phones for both developed and devel

oping countries and found a significant growth impact 

of mobiles that is twice as important for developing 

countries as it is for developed ones." Moreover, they 

found an important "critical mass effect" whereby ICTs 

have a greater impact on productivity and growth the 

closer the economy is to near-universal service. 

Waverman et a!. (2005) suggest that their amplified 

impact on productivity may be due to synergy and net

work etfects. Despite some conflicting results (mainly 

because of the rapidity of technological change), leTs 

have been found to improve productivity in several 

studies, and, more specifically, mobile phones have been 

found to have a positive growth impact in some Afi-ican 

countries. 

What role for governments? 
Traditionally the role for government in ICTs in Africa 

has been a very direct one: owner and operator of the 

incumbent public telecommunications operator. This is 

now shifting as African governments seek, instead, to 

promote competitiveness by establishing a sound policy 

framework and stable institutions, some of the defining 

factors of competitiveness set out in Chapter 1.1.4 

Market liberalization 

In the increasingly integrated global economy, lllany 

African governments have committed to open up their 

domestic telecommunications market and introduce 

competition. Half of all Africa's fixed-line markets are 

now subject to competition (Figure 1 a) and nearly half 

have private-sector participation in their ownership 

structure (Figure lb). The first privatizations of African 

incumbents took place in 1995-97, with a second round 

in 2000-{1l. Today 25 African incumbents have been 

wholly or partially privatized . Nevertheless, by compari

son with other regions, Afi-ica remains the continent 

with the highest number of monopoly service providers 

and the lowest proportion of privatized incumbents 

worldwide. 

African mobile markets are more competitive than 

fixed markets (Figure 2a) with four-fifths subject to 

competition in 2006 (Figure 2b). Over the last 10 years, 



c Figure 1: Slow changes in the fixed-line market Level of competition by region (2005) 
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1 b: Privatization of inc umbent operators by region (2005) 
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c Figure 2: Transformation of mobile markets: Level of competition by region 
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2b: Mobile market structure in Africa (1993-2006) 
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mobile operations that started out as extensions of state

owned incumbents have been transformed through: 

licensing additional operators-as happened, for 

instance, in Nigeria, with the licensing of three 

mobile operators in 2001; 

sale-for example, the disposal ofTelecom Egypt's 

mobile subsidiary; and 

• foreign 	acquisition-such as Vivendi's acquisition of 

35 percent of Maroc Telecom in December 1999. 

Recent technological advances are transforming 

telecommunications markets, however, and changing the 

nature of competition.' On the one hand, the migration 

from circuit-switched networks to Internet Protocol 

(IP)-based networks is opening opportunities for new 

entrants to offer new services and challenge established 

operators. Niche VoIP service providers squeezing a 

profit out of the margin between retail and wholesale 

prices have sprung up in many countries, including 

Algeria, Kenya, Mauritius, South Africa, Tanzania, and 

Uganda . VolP traffic in the "gray market" is an alterna

tive form of competition and is driving significant price 

reductions in international calls across Africa. 

However, control of the international gateways is a 

critical factor in opening up markets. The majority of 

African incumbents still have only one gateway operated 

by the incumbent-as, for example, in the Republic of 

Benin-with little or no competition at this level. A few 

countries have led the way in establishing more gate

ways with licenses for mobile operators-Kenya now 

has over 10 international gateways in an open market, 

with cheaper international-call tariffs as a result. Some 

governments are now pioneering the structural reforms 

necessary for a sound and vibrant telecommunications 

market. Far from seeing VolP as a threat and resisting its 

advance, countries such as Kenya and Nigeria have 

opened up their markets to multiple operators and serv

ice providers. However, other African countries have 

also a shown a tendency to backtrack and four of 

them-Benin, Central African Republic, Sierra Leone, 

and Zimbabwe-have taken steps to repudiate competi 

tive international gateways in recent months.6 

Incentives to attract investment and build local capabilities 

By themselves, however, market liberalization and regu

latory reform are not sufficient. They must be matched 

by incentives to ensure the absorption of technology 

and development of local capabilities at the firm level. 

Local capabilities are even more important in an open 

setting. Although some countries have succeeded in 

attracting investment in labor-intensive activities, this 

advantage is at best transient-low-skilled labor cannot 

easily cope with rapid technological change. As wages 

rise, local capabilities must be upgraded and the skills of 

the workforce must be developed if firms are to remain 

u 

competitive. Technological readiness is one of the nine 

pillars of the Global Competitiveness Index (GCI) , as 

discussed in Chapter 1.1. 
'0 
CGovernments have adopted a range of measures to ro 

enpromote activities with potential for growth, employ
en 

W 
C 

ment, and technology transfer. Asian governments were ~ 
among the first to pioneer the use of a wide range of 

'';;-w 
a.

fiscal and export incentives to attract investors, but tax E 
o 

incentives are now popular and widely used, including U 

ll'J
in Africa. Table 1 lists the tax incentives offered by vari

ous developing countries to encourage investment and 

technological upgrading in specific sectors or regions

often to attract investment in manufacturing, export, 

and high-tech activities-including ICTs. 

Tax incentives are often designed to attract large 

investors and multinationals, for example, in the incen

tives offered to firms in Free Zones or Export 

Processing Zones (EPZs). Domestic tax incentives usual

ly apply mainly to large, listed companies. Small firms 

are often more responsive to tax incentives, however, 

because taxes playa larger role in their cost base and 

they do not have access to sophisticated tax planning. 

This is especially important in Africa, where small and 

medium-sized enterprises (SMEs) account for most 

domestic production. Kheir-EI-Din et al. (2000) note 

that tax exemptions in Egypt applied mostly to free 

zone enterprises or publicly listed companies on the 91 
stock exchange and are el~oyed mainly by large enter

prises, hindering the development of capabilities by local 

firms that is vital for competitiveness.7 

Many African governments have offered generous 

incentives targeting high-tech activities. Historically, 

African countries have tended to rely on tax holidays or 

exemptions from corporate income taxH in contrast to 

industrialized countries, wruch have used investment 

allowances more widely.9 There is evidence that tax hol

idays are costly to developing economies and ineffec

tive-Rwanda abolished its tax holiday scheme in line 

with best practice. Mauritius has a favorable capital 

allowance scheme with a 25 percent investment 

allowance on new premises, plant and machinery, and 

computer software in the first year. Nigeria has also 

introduced an investment allowance scheme. Egypt has 

established its Smart Village as a hub for I CT companies 

to encourage investment in lCT and high-tech sectors. 

Rwanda's National Information and Communication 

Infrastructure (NICl) Plan seeks to promote absorption 

of lCTs by industry (Box 1) . International experience 

suggests that incentives are best offered on the basis of a 

sectoral approach.IO Governments can promote competi

tiveness by designing a framework of incentives support

ing higher-tech activities taking into account of the 

needs of local firms, as well as large investors. 

http:approach.IO
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<{ Table 1: Investment tax incentives in selected developing countries 

f-'" u Accelerated 
Investment deprociation Sectoral Export Regional Loss carry Tax holidays Corporation tax 

"0 
c Country lax credil (pe rcent per annum) Incentives incentives incentives forward lin years) rate (percent) 

'" '" Botswana None Mining + capital Ves Duty exemptions No 	 None 25'"w 
c allowances 
w 
> Br8~1 None Ves Vas Ves Ves 4 15 34 

.- Ecuador In tourism ~10 Ves Ves Ves nla 20 25W 
D. Ethiopia nla Ves Ves Vas Ves 3-5 1-5 35
E 
0 Ghana None ~20 Ves Ves; less CT in NTE Ves (-25/- 50%) 	 ~10 30-32.5 

u 
Kanya None Ves Umited Ves No Unlimited 10 34M17.S 

lf1 
Korea &-10% Ves Ves Ves No 3 5 1~25 

lesotho None ~25 Ves Ves No nla None 15-35 
Mauritius 10% Ves Ves Extensive No Unlimited (}-10 15-2~35 

Mexico 19-25% Ves Ves Vas Ves 4 None 34 
Nepal None ~25 Ves Ves Ves n/a ~IO 2(}-30 

Nigeria ~20% No Ves Ves No 4 3-5 30 
Peru None 3- 20 Ves Ves Ves 4 None 27 

Philippines 75-100% No Ves Ves No nla 4-5 32 
Rwanda None 5-50 Ves Ves 5 None 30 
ingapore 33.3-50% Ves No Unl" d 5-10 20 

Sri Lanka None Ves Ves Ves Ves 6 5 30 

Tanzania None 2~100 Ves Ves Ves 5 2-5 30 
Uganda None ~20 Ves Ves Yes Unlimited 10 30 

Source: Biggs 2007. adapted from EI-Samalouty 2000 and UNCTAD Investment Policy Reviews. 

Note: Corporation tax rates are sourced from investment promotion agency websiles and from KPMG. available at 
www.in.kpmg.comipdf/2003CorporaleTaxSurveyfINAL.pdf. @hnp:iiwww.investzanzib.r.orgiIPA_lnformalion.asp?hdnG ro LJ p I D =3&hd n Levell D =9&hd nl oc aleid = 1 ; 
Ethiopia CT rate from hnp:/iwww.ealic.org/mediaipowerpoint/e ia_presentation.ppl#297.6.Slide 6. nia. not available. 

Box 1: Rwanda: An inclusive ICT policy 

Rwanda's Government has developed a National Information 
and Communication Infrastructure (NICI) Plan as its ICT strate
gy for the next 15 years until the fulfillment of Vision 2020. The 
Plan aims to transform Rwanda from an agricultural economy to 
a predominantly information-rich, knowledge-based economy. 

The Plan has a dual focus: 

• 	 to build an export-oriented ICT industry; and 

• 	 to use leTs to boost development in areas such as 
agriculture, government public service, the private sector, 
and social services such as education and health. 

The Government has established a Rwanda Information 
Technology Authority (RITA) to oversee the implementation of 
the Plan. The agency aims to create pro-ICT development by 
pairing 10cailCT companies with international players and other 
initiatives, including: 

• 	 supporting the development of e low-cost computer for 
domestic use and export; 

• 	 translating software to Kinyarwanda, the local language; 

• 	working with international IT companies, such as Cisco 
and Sun, to develop training facilities; 

• 	 examining the feasibility of building a national fiber optic 
backbone to connect public agencies and support 
e-government applications; and 

• 	 developing public Internet access facilities. 
In terms of supporting structural reforms, Rwanda priva

tized its incumbent telecommunications operator Rwandatel in 
2005, when it sold 99 percent of shares in Rwandatel to 
Terracom, a private investor, the highest proportion of private 
ownership of any incumbent operator in Africa. Terracom boost
ed Rwanda's broadband subscribers from a mere 22 to some 
700 in its first eight months of operations and has now 
embarked on a fiber expansion, laying a national backbone from 
the capital Kigali to the Ugandan and Burundi borders. 

www.in.kpmg.comipdf/2003CorporaleTaxSurveyfINAL.pdf


What role for the private sector? 
The growing " information intensity" of modern manu

f.1cturing means that a range of modern technologies 

and skills are needed by firms . II The ability to use new 

ICTs effectively is now common to all activities. In 

industrialized countries it is the private sector (mainly 

manufacturing enterprises) that has been the main 

source of innovation and new technologies.1.I In Africa, 

the private sector is also investing to offer modern com

munications to African firms and consumers. However, 

private-sector investment does not occur in a vacuum. 

As we have seen, governments can establish an enabling 

environment for investment in infrastructure and incen

tives to encourage local firms to upgrade their business 

processes and make them more competitive. New and 

disruptive technologies pose significant challenges for 

regulation and licensing that can be resolved only by 

government working in partnership with the private 

sector. 

African firms and telecommunications operators are 

forging ahead with new services and advanced tech

nologies . Arguably Africa's greatest success story to date 

in telecommunications is the remarkable spread of 

mobile telephony throughout the continent. Africa's 

mobile market has been the fastest-growing of any 

region over the last five years, and has grown twice as 

fast as the global market (Figure 3a). Africa took over a 

hundred years to accumulate 28 million fixed lines: this 

is an average penetration rate ofjust 3 lines per 100 

inhabitants, and is still below 1 line per 100 inhabitants 

in many countries . The stunning growth of mobile tele

phones, led mainly by private operators, means that 

mobile phones overtook fixed lines in 2001 and now 

outnumber fixed lines by nearly five to one, with 137.2 

million mobile subscribers in 2005. This ratio is even 

higher in sub-Saharan Africa, where 9 out of every 10 

subscribers with access to a telephone are using a 

mobile one. Mobile penetration doubled from 6.5 per 

100 inhabitants in 2003 to 13.1 per 100 inhabitants in 

2005. This remarkable growth has been driven by the 
private sector and is greatest where the mobile market is 

competitive. Prepaid mobile subscriptions have also been 

a major factor in mobile growth, with some 92 percent 

of African subscribers using a prepaid package in 2005. 

The top 10 African markets account for over four

fifths of all mobile subscribers on the continent (Figure 

3b). One quarter of all cellular mobile subscribers live in 

South Africa , nearly an eighth in the large Nigerian 

market, while the four Maghreb countries (Algeria, 

Egypt, Morocco, and Tunisia) account for a further third 

of alI African mobile Sllbscribers. It is therefore not sur

prising that operators from these leading countries also 

feature in the largest top 10 African mobile operators 

(Table 2). All the remaining Afi'ican economies altogeth

er account for just over a quarter of subscribers. 

During the boom in mobile communications in the 
b,r .1(>r~.1(> rhpr(> h:1S h(>en stron!! comoet" i for 
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~ investment. Large markets in other developing regions c:: 

such as Brazil, India, and Thailand-have proved more ~ 
attractive to multinational investors than the markets in 

u 
"0 

African countries. As a consequence, African investment ro 
C 

(I) 

opportunities have often been left to African-based '" '"c:: 
investors. This has resulted in the development of strong > '" 
and resilient operators that are increasingly pan-regional .;:; 

Q) 

a.
in scope (Table 3) . Large strategic investors such as E 

o 
uVodacom, MTN, Orascom, and Millicom have been 
U") 

able to transfer the skills and experience gained in their 

home markets to other operations across Africa . In 2005, 

the seven largest investors accoLlnted for over half (53.3 

percent) of all African mobile subscribers (Table 3). 

These operators have witnessed astounding growth in 

both subscribers and revenues. They remain mostly 

focused on Afi'ica , but this has not stopped Orascom or 

MTC (Kuwait's incumbent, which owns Celtel) from 

expanding by organic growth and acquisition through

out the Middle East. Now, these investors Jre starting to 

look beyond their traditional markets . 

Unlike some operators, these African strategic 

investors are not saddled with debts from 3G license fees 

and are free to follow a high-volume, lower-margin 

strategy. They are now pioneering innovative new serv

ices (including mobile banking and instant messaging), 

payment methods, and pricing models. Celtel , for exam

ple, has established "One Network" and has abolished 93 
roaming charges for customers traveling between Kenya, 

Tanzania, and Uganda . Subscribers can buy airtime in 

different currencies and transfer it across borders. Celtel 

has, in effect, created a borderless market for mobile 

telephony. In 2006, MobiNil introduced an off-peak 

tariff, per-second billing, and online payment using 

credit cards . 

The mobile market ill Africa has been a significant 

contributor to expanding access opportunities to a vast 

majority of its population. Unlike some mature markets, 

the African mobile industry enjoys enviable rates of 

growth (as shown by Table 3). Worldwide, the total 

number of mobile subscribers was 2.17 billion at the 
end of 2005; this is projected to surpass 3 billion by late 

2007 and to reach 4 billion by 2010 (Figure 4), with 80 

percent of new growth expected to come from lower

income emerging markets.l.l 

The future growth potential for mobile communi

cations in Africa lies in making mobile telephony more 

affordable for the huge untapped market of lower-income 

consumers. Operators that can follow high-volume/ 

low-cost strategies combined with innovative pricing 

and payment methods stand to make big gains in Africa 

(as the indigenous strategic investors have proven). 

Making mobile communications affordable includes 

reducing both the total cost of ownership (for example, 

by introducing ultra low cost handsets at around 10 dol

lars each) and the cash-flow ("cash-barrier") aspects of 

paying for mobile subscriptions. If operators can match 

a m ent to incomes throu h micro-financin > shared 
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Figure 3: African mobile markets 

Source: ITU World Telecommunication Indicators Database. 
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Table 2: Top 10 mobile operators in Africa 
:;:c 
c: 

~ 

Operator Subscriber! 2006 
Percent change 

200S-OS 
Revenue 

(USS mUlions) 
Percent change 

2005-00 
Vearly .veraga revenue 

per user /USS)' 
U 

'0 
c: 

1. Vodacom (South Africa) 19,200 +49 $4,870 +24 $261 co 

2. Maroc Telecom (Morocco) 10,710 +30 $1.640 +15 $153 
<n 
<n 
OJ 

3. MTN Nigeria 10,376 +24 $1,460 (2005) +9 $76 (2005) c: 
OJ 

5. 
4. 
6. 

MTN (South Africa)· 
MobiNil (Egypt) 
Vodafone Egypt 

10,235 
9,267 
6.615 

+30 
+38 
+60 

780 (2005) 
$920 (2005) 

$1 ,019 

nla 
+18 (2004-05) 

+35 

S320 
$142 
$170 

. ~ 

'g 
0. 
E 

7. Meditel (Morocco) 5,155 +28 $533 +7 $103 0 
u 

8. Tunisie Telecom (Tunisia) 3,265 nla S940 (2004) nla nla Lj") 

9. Cell C(South Africa) 2,900 +34 $862 +33 $297 

10. Safaricom(Kenya) 2.512 (2005) +64 (~) $355 (2005) +43 ~) $141 

Source: ITU, from company repons. 

• Based on ITU calculations. not operators' official figures. nla, not available. 

Table 3: Africa's mobile strategic investors 

Percent 
Strategic Subscribers Subscribers chenge 
investor (COOs ) 2D06 (OOOs) 2005 2005-06 

Revenue 
(USS millions) 

V••rly 8v.roge 
Percent revenue per 
change user (USS)' African countries where the investor has oper81ions 

MTN 24,300 15.600 +56 $4,545 +21 $291 Benin, Cameroon, COte d'lvoire, Congo, Ghana. 
(Mar 2006) (Mar 2005) (Mar 2005) Guinea, Guinea-Bissau, liberia, Nigeria. Rwanda, 

S. Africa, Swaziland, Sudan Uganda·· 

Vodacom 23,520 15,483 +52 $5,328 +25 $227 Congo, Oem. Rep., Lesotho, Mozambique, 
(Mar 2006) (Mar 2005) (Mar 2006) Mauritius, South Africa, Tanzania 

Orascom 21 ,128 Africa 17,500 +53 $3,216 -{).3 $69 Algeria, Egypt, Tunisia, Zimba bwe··· 
(total 46,522) (total 30,383) (total) 

Celtel 15,270 5,375 +184 $953 +60 $62 Burkina Faso, Chad, Congo, Congo, Oem. Rep., 
(Sept 2006) (Sept 2005) Gabon,Kenya, Niger, Nigeria, Madagascar, 

Malawi, Sierra Leone, Sudan, Tanzania, Uganda, 
Zambia 

nla 	 Botswana, Cameroon, Cote d'ivoire, Egypt, 
Equatorial Guinea, Madagascar, Mali, Mauritius, 
Reunion, Senegal 

Orange 

Millicom 12,800 8,929 +43 $1,084 +6 $85 Chad, Congo, Oem. Rep" Ghana, Mauritius, 
(Sept 2006) (Sept 2005) Senegal, Sierra Leone, Tanzania 

Etisalat nla 4,534 nla $3,512 +23 
(2004/5) 

$775 Benin, Burkina Faso, Central African Rep., Cote 
d'ivoire, Gabon, Niger, Sudan, Tanzania, Togo"·· 

TOTAL 97,018 72,609 N/A S18,638 +18 $145 

Source: ITU, abridged from company repons. 

Note: nla, not available. 

• Based on ITU calculations, not operators' official figures. 
··Also Syria and Yemen . 
••• Also Bangladesh, Iraq, and Pakistan. 
•••• Also Pakistan, Qalar, Sa"di Arabia and the United Arab Emirates. 
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c Figure 4: Evolution of projected business models to reach low-income consumers (2005-10) 
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Source: Granath. 2007. 

phones, and micro-prepaid schemes with low-denomi

nation top-up cards and balance transfers between sub

scribers, then rapid growth and large profits can made in 

the African market. Furthermore, because of the poorly 

developed state of the personal fmallce sector in Africa 

and the low level of credit card ownership, there are 

tremendous opportunities also for mobile operators in 

exploring new financial services, such as m-commerce, 

banking, and Internet access over mobile phones. 

For ICTs to have a significant impact on competi
tiveness, it is not sufficient to simply make inf()rmation 

available to firms, factories, farmers, and new users-the 

information must be put to good use . In this respect 

African operators are experimenting with new informa

tion services to improve productivity and eliminate 

intermediaries. TradeNet, a software company in Ghana, 

has unveiled a simplified form of eBay over mobile 

phones for agricultural products across more than 10 

countries in West Africa. Buyers and sellers post infor

mation abollt what they are after along with their contact 

details, which are then circulated to "matched" subscribers 

using Short Message Service (SMS) text-messages in 

several languages. Interested parties can then contact 

each other directly to do a deal. Similar projects are 

underway to provide daily price information for fruit 

and vegetable exports in Burkina Faso, Mali, and 

Senega1. 14 Such initiatives can improve the £low of busi

ness information and help reduce costs and boost profits. 

Next generation mobile and Internet access 
Although access to mobile communications and the 

Internet are vital to the competitiveness of Africa's 

firms , in the future the ability to upgrade to high-speed 

or broadband access will enable them to compete most 

effectively in the global market. 

3G mobile networks 
Given Africa's head start in mobile telephony, broadband 

Internet access is more likely to be delivered over a 

mobile platform than over a flXed line. Third-generation 

(3G) mobile services with higher transmission speeds 

and enhanced data services promise a range of new 

applications for users and new revenues for operators. 

ITU recognizes the following 3G services as compliant 

with the IMT-2000 family of standards: 

• 	 Wideband Code Division Multiple Access 

(W-CDMA), which can reach maximum data 

download speeds of 2 Mbps when fully imple

mented. This is sometimes known as UMTS or 

3GSM in Europe. 

• 	 High Speed Downlink Packet Access (HSDPA), an 

upgrade to W-CDMA allowing a theoretical peak 

downlink rate of 14.4 Mbps, although this rate 

is not currently widely available on commercial 

handsets . 
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Figure 5: African countries with IMT-2000 (3G) networks (2003-06) 
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Source: ITU. 

· CDMA 2000 1 x, which delivers speeds of up to 

144 kbps. This does not qualifY as "broadband" as it 

is below the threshold speed of 256 kbps. 

· CDMA EV-DO (Evolution Data Only) enhances 

Ix speeds up to 2.4 Mbps. 

• 	Time Division Synchronous CDMA (TD-SCDMA), 

which has not yet been commercially launched, but 

may be the preferred choice for 3G systems in 

China. 

3G services have been commercially available since 

2001 worldwide and in Africa since 2003, when the first 

Wireless Local Loop (WLL) CDMA Ix networks were 

rolled out in Nigeria. South Africa and Mauritius 

launched W-CDMA networks in 2004, with South 

Africa already implementing an HSDPA network in 

2006. A total of 17 African countries now boast IMT

2000 mobile networks (Figure 5). Eleven countries have 

CDMA 1x networks, while operators in Angola, Cote 

d'[voire, Nigeria, and Rwanda have launched EV-DO 

networks (Box 2 and Table 4). Further 3G launches are 

expected in 2007, including Etisalat and Vodafone in 

Egypt (in Ql and Q3 respectively)14 andVodacom in 

Tanzania. II> 

Fixed broadband Internet access 
Although the major adoption of broadband has been in 

Table 4: African countries with 3G (lMT-2000) networks 

Ecooomv 	 Technology Operator launch dete 

Algeria COMA Ix Lacom February 22, 2006 
Algerie Telecom July 15. 2004 

Angola COMA Ix Movicel January 21. 2004 
EV-OO Movicel July 31. 2005 

Cameroon COMA Ix Camtel September IS, 2005 
COte d'lvoire EV-OO Arobase March 15.2008 

COMA Ix Arobase October 27, 2005 
Egypt COMA Ix Telecom Egypt January IS, 2005 
Ethiopia COMA Ix ElZ December 2, 2004 
Ghana COMA Ix Kasapa September 19. 2005 
Kenya COMA Ix Papote Wireless March 29, 2006 

COMA Ix Telkom Kenya December 15. 2004 
Madagascar COMA Ix Telecom Malagasy August 15,2005 
Mali COMA Ix Sotelma October 1. 2005 
Mauritius W-COMA Emtel November 15. 2004 
Mozambique COMA Ix TOM July 15, 2005 
Nigeria EV-OO Starcomms February 27,2006 

COMA Ix Nital July 15. 2005 
COMA Ix Bourdex August 14.2005 
COMA Ix ITN August 14 2004 
COMA Ix MTS First Wireless August 15,2004 
COMA Ix Rainbownet Mar hI, 2004 
COMA Ix Intercellular February 15. 20G4 
COMA Ix Starcomms November I, 2003 
COMA Ix Reltel Nigeria October 15, 2003 

COMA Ix Cellcom Ni.geria September 15. 2003 
Rwanda 	 EV-OO Terracom January 23, 2006 

COMA Ix Terrecom Oecember 15. 2005 
South Africa 	 HSOPA MTN March 29, 2006 

W-COMA MTN June 15.2005 
W-COMA Vodacom December 19. 2004 

Uganda COMA Ix MTN Uganda November 24, 2004 
COMA Ix Uganda Telecom May 15, 2004 

Zambia COMA Ix Zemtel September 15. 21106 

residential markets, broadband also has a big impact in Source: ITU, adapted from 3GToday and GSM Association, start 2007. 
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Box 2: Nigeria: Ucensing to create a dynamic market 

At the turn of the century Nigeria had one of the most backward 
telecommunications networks in Africa. It had just half a million 
fIXed lines and had still not surpassed the symbolic milestone of 
one fixed line per 100 inhabitants; waiting times stretched to 
years and connections were unreliable. The analogue mobile 
system was very limited and not available outside the main 
urban areas. In response to the growing need for telecommuni
cations and a modern infrastructure, Nigeria launched the 
National Telecommunications Policy (NTP) in September 2000. 

The government issued a round of new licensing, including: 

• 	 three mobile cellular licenses in 2001, to MTN, Econet, 
and the incumbent NITEL; 

• 	 a second national operator (SNO) license to Globacom 
in 2002 for all telecommunications services; and 

• 	 more than a dozen local network operator licenses 

since 2000. 


The results have been dramatic. Teledensity has soared
by June 2006 there were almost 26 million fixed and mobile sub
scribers with ateledensity of over 22 subscribers per 100 inhab
itants. Population coverage of mobile networks has increased 

the business sector, where it competes favorably on price 

with leased-line solutions. Broadband Internet access 17 

can give firms access to new markets, improved business 

information, and e-commerce. In 2002 broadband 

Internet access was commerciaHy available in three 

African nations. Today ADSL is on offer in over 30 

economies (Figure 6a). ADSL was rolled out in Botswana 
in mid 2006,18 in Ghana in March 2006,1<) and is currently 

being introduced over Libya Telecom and Technology's 

ATM network.20 Existing operators are investing in 

extending coverage outside main urban areas to other 

provinces. In Rwanda, 700 subscribers now enjoy 

broadband ADSL service in Kiyovu and Terracom is lay

ing fiber in other main towns throughout the country, 

with ADSL services rolled out in Kigali, Gitarama, and 

Butare in 2006 21 Efforts are underway to extend broad

band outside main urban areas in Uganda.22 

Broadband speeds and quality are also increasing in 

Africa. Advertized maximum speeds are rarely achieved 

because of a number of facto[s23 but average speeds are 

increasing nevertheless (Figure 6b). In 2003, the maxi

mum speed commercially available was 512 kbps. By 

2006, Internet service providers (ISPs) in 18 African 

countries had launched commercial offers at 1 and 2 

Mbps, while the ISP Menara in Morocco offered a 4 

Mbps service (Box 3). 

Although the high-speed broadband access, vital to 

modern businesses, is now available in many capital 

from a mere 5 percent in 2000 to over 75 percent in June 2006. 
Nigeria now has some of the most competitive fixed and mobile 
markets in Africa, with over 20 private operators accounting for 
nearly three-quarters of the 1.5 million fixed lines in operation at 
June 2006. Ten operators have launched IMT-2000 compliant 
COMA 1x networks (some using Wireless Local Loop, WLL), 
while the mobile operator Starcomms launched the second 
COMA EV-OO network in Africa in February 2006. 

This startling growth has not been without problems. 
Mobile interconnection disputes have arisen and the privatiza
tion of the incumbent NITEL has been subject to repeated 
setbacks. ISPs have complained about access to backbone 
infrastructure and the high prices charged by NITEL However, 
the Nigerian Communications Commission (NCC) has been 
proactive in dealing with these issues-it established rates to 
be followed by the mobile industry. In February 2006, Nigeria 
also became one of the first countries in Africa to adopt a 
unified licensing approach. In the future the NCC will issue uni
fied licenses, allowing operators to provide multiple services 
under the terms of a single license. These will streamline and 
accelerate licensing procedures and enable operators to deploy 
new infrastructure and services more rapidly. 

cities and major towns , it comes at a high price. The 

cost of broadband must be evaluated relative to speed, as 

higher-speed Internet access costs more. Broadband 

packages for sub-Saharan Africa show that high-speed 

Internet access is available in 22 African economies, but 

only at very high prices. On average, broadband prices 

in Africa are three times higher than they are in Asia 

(see Figure 8b). However, at least 10 African countries 

now offer broadband at below US$15 per 100 kbps per 

month (Table 5). Broadband is available at semi-reasonable 

prices in most North African countries (Morocco, 

Egypt, and Tunisia), as well as in Mauritius and South 

Africa. In Senegal the low price of broadband has 

encouraged Internet subscribers to migrate to Digital 

Subscriber Lines (DSL), with 40 percent of all Internet 

subscribers accessing the Internet over DSL in 2004.24 

In Morocco, the launch of comparatively high speed 

offers has encouraged broadband subscribers to upgrade 

to higher speeds (Box 3). However, even these prices far 

exceed typical European and Asian prices and, in the 

rest of Africa, broadband access (frequently leased-lines 

in disguise) can cost hundreds of dollars per month, 

beyond the reach of most small firms and individuals. 

The effect in terms of skills and training cannot be 

understated~teenagers in Europe spend many hours 

online exploring the virtual world and developing IT 

know-how. Most African teenagers cannot afford the 

http:Uganda.22
http:network.20
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6b: Growth in maximum speeds for fixed broadband available in Africa (2003-06) 

• 2003 • 2004 • 2005 • 200612 

10 

II
'i 8 

Col= 'S 6 
~•'I 
II 
Z 4 

2 

0 

256 512 1,024 2,048 >2,048 

Speed Ikbps' 

Source: ITU. 

99 



-c 

100 

c:: 

c: 
ttl 
<Il 
<Il 
Q) 

c:: 
Q) 

:S 
> 

Q) 
0.. 

E 
o 

U 

LO 

Table 5: Ten African countries with lowest broadband prices 

In order of 
c~eapest 

brQadband 

Inlernol access 


(USS per 100 kbps 
per monthI Economy 

4 

5 

5 
7 

8 

10 

Morocco 

Egypt 

Madagascar 

Senegal 

Botswana 

Mauritius 

South Africa 

Sierra Leone 

Tunisia 

Cote d' ivoire 

Africa average 

World average 

Inlernel 
servicD provider 

Menara 

Soficom 

Wanadoo 

Sentoo 

BTC 

Telecom Plus 

Telkom 

Umeline 

Hexabyte 

Aviso 

various 

various 

Speed In kbiVs 
(high-low) 

256 - 4,096 

1,0242,048 

256 

512-1,024 

256 - 768 

512 - 1,024 

384 -1 ,024 

1,024 - 2,048 

256-512 

256- 2048 

806 

1.958 

Subscriptlon ftrice Price (USS) per 
per month ussr 100 kbps per month 

89.21 2.18 

124.36 6.07 

21 .40 8.36 

43.59 8.51 

75.22 9.80 

51.96 10.15 
125.24 12.24 

295 14.40 

37.52 14.66 

301.85 14.74 

nla 205.63 

nla 76.57 

Source: ITU. 

Note: Prices sampled in July-August 2006. There was an offer in Reunion with a price of US$3.94 per 100 kbps in 2006, but is not included here as it is not a sover
eign state in its own right. n/a, not available. 

Box 3: Morocco: An African success story 

Morocco initiated market liberalization relatively early. In mobile 
communications, it licensed a second mobile operator, Medi 
Telecom, as early as July 1999. In December 1999, it sold 35 per
cent of its incumbent, Maroc Telecom, to Vivendi of France. 
Intense competition between the two operators led to mobile 
phones overtaking fixed lines in August 2000, just six months 
after the second operator had launched its network. By June 
2001, Medi had 755,000 customers and a population coverage of 
70 percent Not to be surpassed, Maroc Telecom responded by 
investing US$275 million in its network and innovating in its 
price strategy. It achieved a client base of 1 million customers 
in June 2000, 2 million in November 2000, and 3 million by May 
2001 . The growth in Morocco has significantly surpassed that of 
all its North African neighbors. 

Some of the same dynamism is now reaching the 
Moroccan Internet market Helped by Morocco's proximity to 
fiber networks in the Mediterranean, Maroc Telecom and the 
ISP Menara have launched a range of high-speed packages at 
comparatively low prices, including the highest speed broad
band package in Africa at 4 Mbps. Surveys of the residential 
market carried out by the regulator, the National Agency of 
Telecommunication Regulation (Agence Nationale de 
Regulation des Telecommunications or ANRl), show that broad
band connections are moving to progressively higher speeds. 
With nearly 400,000 ADSL connections at the end of 2006, 
Morocco is the top country in Africa in terms of the total num
ber of broadband subscribers, well ahead of South Africa 

(although Mauritius had the highest broadband penetration). 
Broadband now accounts for 98 percent of all Moroccan 
Internet connections (including dial-up and leased lines). 
Broadband connections increased by 58 percent between 2005 
and 2006, while dial-up connections actually lost ground, with a 
40 percent drop. The future of the Internet in Morocco seems to 
be assured. 

Figure 1; Evolution In the speed of Internet access In 
Morocco: Proportion of broadband connecttons 
by speed (2005 and 2006) 
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Figure 1: African international retail telephone rates (2005 and 20061 
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luxury of experiment:ltion time online, however, and 

cannot develop these skills. 

The limited fixed-line network is proving a barrier 

to more extensive broadband access in some countries, 

especially in areas outside the major cities. To overcome 

the lack of underlying infrastructure (including copper 

telephone lines and coaxial television cable), wireless 

technologies hold real promise for spreading broadband 

access. Broadband Internet access is most likely to be 

achieved through 3G, as mentioned previously. Wi-Fi 

(or, more correctly, Wireless Local Area Networks based 

on the IEEE 802.11 series) is proving popular for con

necting computers to the Internet, but it has only limit
ed range~typically less than 100 meters. A related tech

nology, WiMAX, is being promoted as a solution for 

high-speed Internet access because it can cover large 

clistances (theoretically, at speeds of up to 70 Mbps over 

50 kilometers) . IfWiMAX proves to be a commercial 

success it could provide broadband solutions for many 

developing countries in and beyond Africa, resulting in 

competition among DSL and cable providers to provide 

more affordable prices. However, both the technical 

standards and the likely spectrum allocations for 

WiMAX remain uncertain for the moment, although 

there are a growing number of pilot projects. 

Voice over Internet Protocol (VolPI 
Until recently, the carriage of voice services over 

Internet Protocol-based networks or VoIP (and associat

ed technologies . such as Voice over Broadband were 

banned in many African countries, although VoIP tech

nology has been in use in Africa for international calls 

since at least 1996. Initially incumbents invested in IP

based networks as a way of reducing their costs while 

maintaining prices. Incumbents sought to exploit profit 

margins between the falling cost of international min

utes at wholesale prices while continuing to sell services 

at higher Public Switched Telephone Network (PSTN) 

prices. Today over a quarter ofAfrican incumbent oper

ators have international VoIP gateways,25 but the savings 

they realize on the cost of calls have not necessarily 

been passed on in full to customers. 

Today retail and wholesale prices have increasingly 
diverged because of the introduction of competition 

that has helped push prices down, the use of IP-based 

networks that has further reduced rates, and the growing 

demand for international calls-mainly from multina

tional corporations and overseas workers (see Figure 7). 

The international calling market has been transformed 

from a low-volume, high-margin market to a higher

volume, lower-margin market. 

New entrants are now undercutting incumbents, 

offering VoIP services over incumbents' networks or 

bypassing incumbents' networks altogether through 

alternative infrastructure. This has led to a large "gray 

market" in VoIP-based calling, with VoIP service 

providers exploiting "arbitrage" opportunities and 

squeezing a profit out of the margin between retail and 

wholesale prices. Bypass traffic in the gray market is 

estimated at between one-fifth to one-third of overall 
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~ international call revenue in some African markets. 26 
c 

African incumbents have even witnessed declines in ~ 
U 

their annual international traffic volumes and revenues 
"0 
C as traffic goes over to the gray market. They are faced '" '" with the challenge of watching their traffic disappear Q) '" 
c 
Q) into the gray market or adopting fresh strategies to > 

attract traffic back to their networks. 
Q) 

a. 
E Mauritius was one of the fIrSt countries to adopt a 
o 


U licensing regime for VolP services. Today 36 African 

l.Cl 


governments prohibit VolP adoption except by monopoly 

incumbents. Seven African countries have now legalized 

VolP services (Algeria , Kenya, Mauritius, Somalia, South 

Africa, Tanzania, and Uganda), with VolP in the process 

of being legalized in a few other countries, such as Ghana 

and Nigeria . Despite this, Africa and the Arab states are 

still the regions most resistant to the introduction of IP 

telephony. VoIP is often legal only for operators holding 

an international gateway license, and while there are 

moves to extend these to mobile operators, in many 

countries currently only incumbents hold international 

gateway licenses. New second national operators 

(SNOs), such as Arobase in Cote d'lvoire, KDN in 

Kenya, and MTN in Uganda, have established IP-based 

fiber rings in anticipation of wider VolP liberalization, 

but these plans have yet to become fully realized . 

102 Internati onal lP infrastructure 

It has been argued that IP connectivity will prove as 

important in the 21st century as roads were in the 20th 

century or railways in the 19th centuryY The network 

of high-speed links for Internet traffic is a critical infra

structure for development and wealth creation . IP net

works can carry vast volumes of information in real 

time and can substitute demand for other types of trans

port in teleconferencing or long-distance inspection. IP 

netvv'orks will form the basis not only of Internet access 

and browsing, but also of voice communications 
(including long-distance mobile voice traffic) and future 

video communications and entertainment. 

For Africa, a continent that missed out on some of 

the earlier rounds of infrastructure investment, it is cru

cial not to miss out on the next round. In particular, 

Africa's future prosperity will depend critically on its 

integration with the global economy, and this in turn 

depends partly on its connectivity. At the regional level 

too, as the post-war experience ofWestern Europe has 

shown, greater regional integration. promoted through 

trade, communication, and migration, can encourage 

economic and social development. 

How \vell connected is Africa? The data for 2005 

show that Africa's 900 million inhabitants (nearly 14 

percent of the world's population) had access to 19,512 

international circuits (that is, 64 kbps circuit equiva

lents) at the end of 200528_just 0.16 percent of the 

global total of 12.2 million international circuits. 29 

Indeed, Mrica has fewer international circuits than 

Ireland des ite the fact that Africa has more than 200 

times as many inhabitants. Furthermore, Africa's lack of 

connectivity is even more evident when compared with 

the rapid progress it has made in other ICTs: for 

instance, in expanding its Internet user base, where 

Africa accounts for 3.4 percent of the global total, or 

mobile phone ownership, where Africa is home to 6.2 

percent (see Figure 8a). 

Such lack of connectivity means that Africa's users 

are starved of bandwidth. This relative scarcity feeds 

through into higher prices and slower speeds of connec

tion than in other parts of the world, even among other 

developing regions. As shown in Figure 8b, Africa's aver

age monthly price for broadband service (US$762 per 

month) is more than three times higher than the average 

for Asia and almost six times higher if expressed as a 

percentage of percentage of GNI per capita. 

Analysis ofAfrica's international bandwidth shows 

that the situation is even worse than it appears. Over a 

third of Africa's circuits are dedicated to voice telephone 

traffic, compared with less than 5 percent for Western 

Europe. This means that a far smaller share of active cir

cuits is available for IP traffic in Africa. Furthermore, 

whereas in Europe more than 45 percent of the avail

able circuits were "idle" in 2005 (usually reducing prices 

as a result of overcapacity), in Africa less than 2 percent 

were idJe, meaning that African carriers are poorly pre

pared to respond to sudden surges in demand. As 

recently as 2002 around 9 percent of Africa's interna

tional circuits were idle at anyone time, but the lack of 

capacity is now becoming critical. 

In summary, Africa's communications infrastructure 

is grossly under-resourced and underinvested by inter

national standards. A recent study by the UK 

Department for International Development (DFID). for 

example, identifies 28 countries that are unconnected to 

an international fiber connection, with a severe negative 

impact 011 the competitiveness of African firms and 
economies.30 Conversely, this lack of connectivity could 

represent an exciting investment opportunity that is 

potentially very profitable. A summary of the major fiber 

projects that are currently planned is provided in Table 

6. Some of these are in the planning stages while others 

are seeking funding. 

If all the projects shown in Table 6 are developed 

and put into operation, Africa will most likely have the 

necessary infrastructure to absorb future bandwidth 

demand. Nevertheless, this is not sufficient to ensure 

that Africa's carriers and the users of their services will 

get cheaper prices. Action is needed to stimulate com

petition and introduce the affordable and high-quality 

services that are often lacking in markets where trans

mission capacity is abundant, but this capacity is con

trolled by monopoly state-owned teleconununications 

providers. 

http:economies.30
http:circuits.29
http:markets.26


c Figure 8: Bandwidth scarcity and its consequences in Africa 

8a: Africa's share of global total as percent (2005) 

Population 13.9 
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Internet users 


Fixed-line phones 


Broadband subscribers 0.4 I 
64 kbps Int" circuits I0.16 

Source: ITU Internet Report, 2006; Digital Life; and the ITU World Telecommunication Indicators Database. 

Note: The price sample is based on the 22 African economies that had fixed-line broadband service at the end of 2005. The average value is inflated by the fact 
that a high proportion of the economies in this sample offer broadband through leased lines and/or price broadband as a service for businesses, rather than 
residential users. 

8b: Average monthly fixed broadband prices (August 2006) 
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Source: ITU Internet Report, 2006; Digital Life; and the ITU World Telecommunication Indicators Database. 
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c:: Table 6: Planned network initiatives in Africa 

Planned initiative 	 Comments Projected COSI$ 
"0 
c:: 
co Afritel subregional SRII will link the unconnected countries in the southern and central African region USS172.60 million 
V) projects (4) to a network that will allow them to connect to either or both SAT3 and EASSy.V) 


Q) 


c:: 	 It is divided in three stages: 
Q) 

.:::-	 1. All transmission links be digitalized (USSSO.G million).+= 
Q) 2. Digital capacity expansion (USS77.1 million)a. 
E 	 3. All fiber technology (USS34.9 million)a 

U 

Intelcom I was established to create links between all the capitals of the ECOWAS nla 
region member states. On the other hand, Intelcom II is a plan to expand and 
upgrade the analogue routes of the existing network. It was initiated in 1997, aiming 
to establish 32 inter-country links in the ECOWAS region. It will connect 10 out of 13 
countries that are currently unconnected to the SAT3 cable. 

COMTEL aims to connect all of the unconnected countries in East Africa with the USS250-270 million 
exceptions of Somalia, Mauritius, and the Seychelles. It will provide a fiber link to 
Lubumbashi in the Democratic Republic of Congo (DRC). It will function as a regional 
network delivering traffic into SAT3 in South Africa. 

The Central African Ring is a piece of network infrastructure proposed by Celtel. nla 

It would be able to link a range of countries including Kenya, Malawi, Uganda, 

Tanzania, and Bukoba in eastern Congo. 


EASSy 	 This system is intended to establish a fiber optic undersea cable system to connect USS150-200 million 
eastern African countries with the rest of the world. The cable system will connect 
Mtunzini, located just north of Durban in South Africa, to Port Sudan, in Sudan, a 
distance of about 9,900 kilometers. 

East African Oigital The EADTP system was conceived in 1997. It aimed to see the deployment of fiber nla 
Transmission Project optic cable and microwave radio to interconnect the three countries of the East 

104 (EADTP) African Community (EAC): Kenya, Tanzania, and Uganda. 

COM-7 COM-7 is intended to connect nine countries: Angola, Botswana, DRC, Malawi, n/a 
Namibia, South Africa, Tanzania, Zambia, and Zimbabwe via power/railway lines. 

Boucle de Nord 	 This system is intended to traverse the North African coast from Cairo to Dakar and USS300 million 
then cut inland through Mali and Burkina Faso to Kano in Nigeria. From there it would 
go via N'Djamena and Khartoum to Cairo. 

Boucle de Sud 	 This system is intended to go south from N'Djamena to Cameroon, Congo-Brazzaville, 
and Equatorial Guinea. It would then take an inland route around the continent and 
back up to Khartoum via Addis Ababa. 

NIGAL 	 The NIGAL pipeline project planned by the national oil companies to link Nigeria to USS78 million 
Algeria via Niger will also establish fiber links among the three countries using 
24 fiber pairs along the 4,200 kilometers. 

Infinity West African cable 	 This cable is intended to link the remaining West African countries to Europe via USS750 million 
marine fiber that would also provide competing infrastructure to SAT-3. The seven 
initial cities being focused on are four in Nigeria (Lagos, Abuja, Wari, Port Harcourt) 
plus Dakar, Accra, and Douala. 

GLO-l Owned by GLOBACOM (Nigeria) and being developed by Alcatel, this is planned to USS170 million 
connect Lagos with the United Kingdom via an B,GOO-kilometer submarine cable. 

West African Festoon This system is intended to link countries currently unserved by SAT-J.--Congo USS90 million 
System Brazzaville, Equatorial Guinea, Chad, and Sao Tome and Principe-and to provide 

diversity to SAT-3IWASC/SAFE for countries with landings-that is, Luanda (Angola), 
Libreville (Gabon), Douala (Cameroon), and Lagos (Nigeria). 

East African Backhaul East African Backhaul System is a joint venture project among operators from nla 
System (EABS) Tanzania, Burundi, Rwanda, Uganda, and Kenya to link the five countries to cables to 

be laid along the Eastern African seaboard. MTN and 30 other operators in Eastern and 
Southern Africa are involved with this project. 

(c onl'd.) 

http:USS172.60


u '" 
~Table 6: Planned network initiatives in Africa (cant'd.) 	 c 

f '" 
Planned initiative 	 Comments Proiected costs u 

"0 
cTEAMS 	 The Telkom Kenya and Etisalat initiative is to lay undersea fiber from Mombasa to KSh5.7 billion '" Fujairah, United Arab Emirates. '" CJ.) '" c 
CJ.) 

>FLAG 	 Reliance is investing US$1.5 billion to upgrade its global network Flag Telecom. This nla -will include an East African backbone to link South Africa and Kenya, and will also CJ.) -
Do. 

serve Tanzania, Mauritius, Mozambique, and Madagascar as well as some E 
landlocked countries. u 

0 

..n 
Infraco 	 A joint initiative of the South African government and the strategic investor in its 2.3 billion South 

Second Network Operator, VSNL, the project will operate an alternative national African rands 
backbone in South Africa and a competitor to SAT-3, fiber cable running from Cape 
Town to London. 

NEPAD SPV 	 Twelve governments in eastern and southern Africa have signed an accord to nla 
establish an SPV that will own and manage new regional fiber optic backbones 
financed by their governments and other investors. 

Source: Winrock/Pyramid Research (forthcoming, 2007). 

Note: n/a, not available. 

Toward a measure of digital opportunity 
As demonstrated in this chapter, measuring competitive

ness at the regional and international level is a multidi

mensional problem that must take account not only 

of infrastructure availability, but also of the pricing of 

services, extent of geographical coverage (especially out

side the large urban areas), the availability of the newer 

higher-speed services mentioned, and the level of uti

lization of ICT services.3] 

In response to a call from the World Summit on the 

Information Society (WSIS),32 ITU has worked with its 

partners (including UNCTAD, MIC Korea, KADO, 

LIRNEAsia, the London Business School, and others) 

through a multi-stakeholder partnership (the Digital 

Opportunity Platform) to develop a composite index to 

measure each country's progress in bridging the digital 

divide. The Digital Opportunity Index, or DOl, uses 11 

sep,lrate indicators of ICT performance to monitor 
three clusters of opportunity, infrastructure, and utiliza

tion . The index was endorsed by the World Summit on 

the Information Society at the Tunis Phase.·J) 

The DOl can be used in conjunction with other 

measures of competitiveness, such as the Global 

Competitiveness Index (GCI) in this Report; it comple

ments the GCI by allowing analysis to zoom in on the 

ICT sector. The GCI uses four ICT indicators to meas

ure technological readiness: telephone lines, mobile 

phones (which, as we have seen, are especially relevant 

for Africa), Internet users, and personal computers (all of 

which feature in the DOl). The DOl extends this analy

sis by including measures of geographical coverage of 

mobile service, tariffs, and the availability of high-speed 

Internet access (both fixed and mobile) that are critical 

to ICT competitiveness. 

The results for Africa are shown in Figure 9 and 

Table 7.The highest-performing African economies in 

terms of digital opportunity are Mauritius and 

Seychelles, ranked 58th and 62nd respectively in the 

world (out of a total of 181 economies).The cluster of 105 
North African economies comes next, led by Morocco 

ranked at 68th, followed by Algeria and Tunisia . South 

Africa is ranked 5th in Africa and 86th in the world, 

while Nigeria is ranked 29th in Africa and 155th in the 

world. 

In addition to providing a snapshot of relative rank

ings for any given year, the DOl can also track progress 

over time. Among the African economies, Morocco 

shows the most dramatic improvement. It has increased 

its DOl score from 0.33 in 2004 to 0.47 in 2006, a 

strong improvement of 14 percentage points . Indeed, 

between 2005 and 2006, Morocco's global ranking 

improved from 78th to 68th in the world (see Box 3 for 
reasons why) . Other high risers in the African region 

include Kenya (Kenya's ranking improved by 11 places 

between 2005 and 2006), Rwanda (+ 1 0 places) and 

Mauritania (+6 places), while the Central African 

R .epublic (-5 places) and Zimbabwe (-5 places) are 

among the economies experiencing declines in their 

overall ranking. 

The Digital Opportunity Index suggests that the 

digital divide is evolving in new and complex ways: 

rather than being defined in terms of narrow connectiv

ity or subscriber numbers, the digital divide is taking on 

new dimensions in speed, mobility, and capacity of 

access, with countries catching up or falling behind 

according to their achievements in these areas. There are 

grounds for optimism, including the commitments made 

by governments at the WSIS in Geneva in 2003 and 
. . ? n 	 nl r 
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Table 7: Digital Opportunity Index scores for Africa (2006) 

Rank in Africa 	 Country Opportunity Infrastructure Utilization Oigital Opportunity World Rank Change in ranks 
"0 2005/2006 	 2005/2006 2005/2006 2005/2006 2005/2006 2005/2006 2005/2006c:: 
rn 

<n 1 Mauritius 0.98 0.43 0.09 0.50
<n 	 58 
(!) 

c:: 2 Seychelles _____0•.96 0.35 0.14 0.48 62 
> 
(!) 

3 Morocco 0.89 0.16 0.37 0.47 68 
___..:4 

.~ 	 Algeria 0.93 0.19 0.15 0.42 83 
0. 	 South Africa 0.94 0.24 0.08 0.42 86
E 
o Tunisia 	 0.97 0.20 0.07 0.41 87 -1 

u 
7 Egypt 0.96 0.22 0.04 0.41 91 -1 
8 Botswana 0.93-=--- 0.15 0.08 0.38 100 

_----9;,. Gabon 0.92 0.13 0.07 0.37 103 
10 Senegal 0.73 0.07 0.31 ;,37 106 
11 libya 0.93 0.13 0.02 0.36 109 -3 

'--__""'12""" Namibia 0.88 0.14 0.02 0.35 113 
13 Cape Verde 0.79 ___---: .1~ 0.07 0.34 115 -30,..., 6 

.....__-'1....4 Swaziland 0.85 0.10 0.02::-------=-0.32 120 

:: ___,.,.	 ~:;! ~:~~ ___-;:'~:~ ~:~~~~~::~ial Guinea 	 ~: :~~ 
17 Lesotho 0.71 0.05 0.01 0.26 133 
18 Sudan 0.66 0.04 0.02 0.24 136 3 
19 Cameroon 0.66 0.04 0.Q1 0.24 137 
20 An ola 0.64 ___---"0::,::.03=--___ 0.01 0.23 138 -2 
21 Ghana 0.56 0.04 0.03 0.21 142 4 

22 Gam . 0.53 0.08 0.01 0.21 144 -2 
23 Cote d'ivoire 0.43 0.06 0.09 0.20 145 -1 

24 Benin 0,52 0.03 0.03 0.19 146 

...-__-:25 Togo 0.46 0.03 0.03 0.17 151 -2 

26 Congo 0.48 0.04 0.00 0.17 152 
27 Kenya 0.46 0.05 0.01 0.17 153 11 

''-- .....:t!!. Mauritania 0.46 0.06 0.00 0.17 154______ 6__ 28 

29 Nigeria 0.45 0.05 0.01 0.17 155 2 

106 	 30 Comoros 0.47 0.03 0.00 0.17 156 2 
31 Zimbabwe 0.37 0.06 0.06 0.16 157 -5 
32 Uganda 0.46 0.02 0.01 0.16 158 -3 
33 S. Tome &Principe 0.38 0.06 0.03 0.15 159 

34 Guinea 0.43 0.01 0.00 0.15 161 -i 
35 Tanzania 0.41 0.03 0.00 0.15 162 4 

r---""""'36"'- Zambia 0.40 0.03 0.00 0.14 163 -1 
37 Rwanda 0.40 0.01 0.01 0.14 164 10 

38 Burkina Faso 0.38 0.03 0.01 0.14 165 -1 
39 Madagascar 0.35 0.02 0.00 0.12 167 -3 

1L-__~,,- Mozambique ____-' 0.02 0.01 0.12 1684O 0.33 
41 Mali 0.33 0.02 0.00 0.12 169 
42 Sierra Leone 0.32 0:-=2-----:0.00 0.11 171 2.0= =-:.

43 Ethiopia 0.30 0.01 0.00 0.10 172 2 
44 Burundi -----0.27 0.01 0.00 0.09 173 -1 
45 Central African Rep. 0.25 0.01 0.00 0.09 174 -5 
46 Malawi ------,0""'.23 0.01 0.01 0.09 175 

47 Congo, Oem. Rep. 0.22 0.02 0.00 0.08 176 -20 
48 Eritrea 0.19 _ "'0."'01'--____0.00 0.07:-___---"17:.:,7_ 1 

49 Guinea-Bissau 0.10 0.03 0.01 0.04 178 -1 
___ 50 Chad _____..1!.O.11 	 O,~ 0.04 __.......80
O.OJ.... ___~OO!.. 1 

51 Niger 0.06 0.01 0.02 0.03 181 -1 

Africa 	 0.55 0.08 0.04 0.22 140 

Source: ITU/UNCTAD/KADD Digital Opportunity Platform. 

African companies leading the way in all these aspects, 

but much more remains to be done. 

Conclusions: Toward a more competitive Africa 

As we have seen, Africa's future growth and success 

depends on the competitiveness of its firms . Becoming 

competitive needs a long-term strategy to raise efficien

cy, boost skill and technology levels, and move into 

higher-value products and processes. lCTs are a vital 

part of this strategy. lCTs enable rapid communications 

and can create the new skills essential in modern busi

ness. They can generate new growth and technological 

change across the whole economy-from agriculture to 

finance, construction, and modern services. 

http:0::,::.03
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Figure 9: Digital opportunity in Africa (2006) 
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~ This chapter has reviewed the changing policy and c: 
regulatory landscape in African telecommunications. ~ 

U 
African governments have made considerable headway 

"0 
c: 
ro in opening up the telecommunications markets to 
'" greater competition and introducing measures toCl) '" 
"" Cl) encourage investment and to build local capabilities. The 
.~ 

a; results are promising. African markets have witnessed 
0
E strong growth , especiaUy in mobile markets and the rise 
a 

U of resource-rich strategic investors. Telecom operators 
m 

are innovating with a range of different strategies and 

pricing models to suit consumers. African firms and 

tdecom operators understand the importance of tech

nology and, in many cases, they are forging ahead and 

introducing new communications technologies. Far 

from being isolated in the global economy, some African 

countries are participating in the forefront of technolog

ical developments . 

African governments and telecom operators no 

longer face the strategic choice of whether or not to 

resist new technologies-they must instead decide how 

best to adapt to them. The challenge for Africa is not 

whether to integrate into the global economy, but how 

to become competitive within an integration process 

that is already taking place. The next 10 years will show 

whether Atrica has succeeded in this challenge. 
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Notes 

See, for example, the series of research studies by Robert McGuckin 
and Kevin Stiroh, which started with Robert H. McGUCkin and 
Kevin J. Stiroh, "Computers, Productivity and Growth, " Economic 
Research Report, 1213-98-RR, The Conference Board 1998. 

2 Fuss and Waverman 2005. 

3 Waverman et al. 2005 

4 In Chapter 1.1 the World Economic Forum defines competitiveness 
as the set of institutions, policies, and factors that drives produc
tivity and sets the sustainable current and medium·term levels of 
economic prosperity. 

5 See, for example, the discussions at the ITU Workshops, "What 
Rules for Next Generation IP-Enabled Networks7 " March 23-24, 
2006, Geneva, Switzerland, and "The Future of Voice," January 
15-16, 2007, Geneva, Switzerland. Available at 
www.itu.inVosglspu/ngn/ and wwwitu.inVosglspu/voice/. 

6 See " Balancing Act: Africa," Issue 340, January 29,2007, available 
at : http://www.balancingact-africa.com/. 

7 Kheir-EI-Din et aI., Economic Research Forum Working Paper 200035. 

8 For example, economists and researchers in Egypt are widely agreed 
that Egypt has tended to (over-)rely on tax holidays as its main tax 
incentive (Kheir-EI-Din, Fawzy, and Refaat 2000 and EI Samalouty 
2000). The authors conclude that tax incentives have been costly 
and not very effective in achieving Egypt's investment goals. 

9 Morrisset and Pirnia 2000, 

10 AH successful industrializing, countries have supported promising 
new activities by domestic and foreign firms. What distinguishes 
the strategies of the most successful countries is that their pro
motion did not mean protection of sectors from international mar
kets: targeted sectors were encouraged to compete international
ly to become efficient and develop capabilities. Promotion was 
flexible, broad and conditional on export performance. 

11 ILO World Employment Report 2001 : Life at Work in the 
Information Economy. 

12 In advanced OECD countries, the private sector funds between a 
half to two-thirds of total research and development (R&D) spend
ing in new technology. 

13 Global Insights, as quoted by Rauno Granath, Director, New Growth 
Markets, Nokia, in his presentation, "Voice Services in New 
Growth Markets" to the ITU Workshop on the Future of Voice 
(http//www.itu.inVosg/spu/ni/voice/meeting.phtml). Available at 
http://www.itu.int/osglspu/ni/voice/presentations/S4-5-Nokia
Granath.ppt. 

14 As reported by The Economist. "Buy, cell and hold, " January 25, 
2007. 

15 See http://www.balancingact-africa.com/news/back/balancing
act_340html. 

16 See http://www.vodacom.cO.za/mccrdetail.do?id= 
1016&action=detail. 

17 Defined as speed of 256 kbps or more in the upstream and down
stream direction. 

18 www.btc.bw/adsl/index.htm. accessed in April 2006. 

19 www.ghanatelecom.com.gh/gcaboutus/newsdetails.asp?pnum 
=3&id=228&catid=0. 

20 wwwlttnet.com/english/coming.php and 
www.lttnet .com/english/srJibyadsl .php. 

21 As reported by Balancing Act Africa, Issue No. 296, 2006, available 
from wwwbalancingact-africa.com/newslback/balancing
act_294.htm. 

22 Map of broadband coverage available from Uganda Telecom Ltd at 
http://www.utl .co.uglutl .php7i=9. 

23 Maximum download speeds are often not available in practice, due 
to network conditions and congestion . 

24 Agence de Regulation de Teltkommunications (ART, Senegal), "Le 
marche de l'lnternet" Web page. Available at http://www.artp
senegal.orgltelecharger/Fiche_lnternet_2005.pdf. 

25 Southwood 2007. 

26 Gray market revenues as a proportion of overall international call 
revenues are estimated at 17 percent in Lesotho, 20 percent in 
Equatorial Guinea, 30 percent in Cameroon, and 47 percent in 
Sierra Leone. See Southwood 2007. 

27 Parts of this section draw upon work carried out by ITU, Winrock, 
Pyramid Research and Mike Jensen for a World Bank-funded 
project on Africa's future infrastructure requirements. See 
Winrock/Pyramid Research Forthcoming (2007). 

28 The 2005 International Circuits Report was issued by the FCC in 
January 2007. It is available from http://hraunfoss.fcc.gov/edocs_ 
public/attachmatch/DOC-269605A2.pdf. For more information see 
the FCC International Bureau website at http://www.fcc.gov/ib. 
Although the report covers only US. facilities-based international 
carriers, in practice, because of reporting requirements, this cov
ers most of the world's carriers. 

29 The International Circuits Reports issued annually by the U.S. regu
lator, the Federal Communications Commission (FCC), available 
from www.fcc.gov. 

30 DFID/ Balancing Act 2004 . 

31 The World Economic Forum publishes, in conjunction with INSEAD, 
an annual "Networked Readiness Index" (NRI) in the Global 
Information Technology Report. This Report examines the net
worked readiness of 122 countries around the world in terms of 
their environment, readiness, and usage, taking into account gov
ernment, businesses, and users. 

32 For information on the World Summit on the Information Society 
(WSIS), see wwwitu.int/wsiS. The reference to the composite 
index comes from the Geneva Declaration of Principles, para 28, 
and the Tunis Agenda for the Information Society, para 115. 

33 For more information on the Digital Opportunity Index (DOl) and its 
methodology, see wwwitu.inVdoi. 

http:www.fcc.gov
http://www.fcc.gov/ib
http://hraunfoss.fcc.gov/edocs
http://www.artp
http://www.utl
www.lttnet.com/english/srJibyadsl
www.ghanatelecom.com.gh/gcaboutus/newsdetails.asp?pnum
www.btc.bw/adsl/index.htm
http://www.vodacom.cO.za/mccrdetail.do?id
http://www.balancingact-africa.com/news/back/balancing
http://www.itu.int/osglspu/ni/voice/presentations/S4-5-Nokia
http:http://www.balancingact-africa.com
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Country Profiles 




2.1 
Competitiveness Profiles 
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THIERRY GEI GER. World Economic Fo rum 

The Competitiveness Profiles section of the Africa 

Competitiveness Report 2007 details the performance in 

the Global Competitiveness Index 2007 (GCI 2007) of 

each of the 29 countries covered by the study. 

Page 1 

o Key indicators 
The first section presents a selection of key indicators. 

Population figures come from the United Nations 

Population Fund (UNFPA)'s State ojWorld Population 

2006, available at www.unfpa.org/swp!2006. GDP 

figures come from the April 2007 edition of the 

International Monetary Fund's World Economic Outlook, 

available at www.imf.org/weo. The structure of GDP 

was obtained from the Economist Lntelligence Unit 

(EIU)'s CountryData Database. The Human Development 

Index (HDI) ranking is computed by the United 

Nations Development Programme (UNDP) and is 

presented in the 2006 edition of the Human Developmertt 

Report, available at hdr.undp.org. 

In the right-hand side of the section, a chart 

shows the evolution of GDP per capita valued at pur

chasing power parity (PPP) over the period 1980-2006. 

Data come from IMF's vflorld Economic Outlook. (April 

2007). Note that for Namibia data are available only 

from 1990 on. 

e Global Competitiveness Index 
This section details the country's performance on the 

updated Global Competitiveness Index 2007 (GCI 2007). 
In the table on the left-hand side, the first column shows 

its ranks among the 128 countries covered by the GCI 

2007 and the second column presents the scores. 

On the right-hand side, the figure shows the coun

try's performance on the nine pillars of the GCI (blue 

line) measured against the average scores across all the 

countries in the same stage of development (black line). 
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o The most problematic factors for doing business 
This figure summarizes those factors seen by business 

executives as the most problematic for doing business in 

their country. The information is drawn from the World 

Economic Forum's Executive Opinion Survey 2006. 

From a list of 14 factors, respondents were asked to 

select the five most problematic ones, and to rank those 

from 1 (most problematic) to 5. The results were then 

tabulated and weighted according to the ranking 

assigned by respondents. I 

1 For more information regarding the Executive Opinion Survey, see World 
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Q) 
V) Page 2 
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Q: o This page presents the score and rank achieved by a 
V) 
V) 

country on each of the indicators entering the composiQ) 

c:: 
Q) tion of the updated Global Competitiveness Index 2007 
'5 
.~ (GCI 2007) .The following pages provide additional 
D
E information and definitions on the indicators that enter a 


U the composition of the GCI 2007.
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TECHNICAL NOTES AND SOURCES 

Two types of data are used in the Global Competitive

ness Index 2007: survey data and hard data. 

Survey data: average responses in each country to 

questions included in the World Economic Forum 's 

Executive Opinion Survey, conducted in the early 

months of 2006. 

• 	 Hard data: indicators obtained from a variety of 

sources. While Survey data provide qualitative infor

mation, hard data are an objective measure of a 
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quantity (for example, gross domestic product, Government spending I survey data 

malaria incidence, number of personal computers, Public spending in your country (1 = is wasteful, 7 = provides 
necessary goods and services not provided by the market)number of procedures required to start a business, 
Source: World Economic Forum. Executive Opinion Survey 2006 

and so on). We use the latest data available from 

international organizations (such as the IMF, the Burden of government regulation I survey data 

Complying with administrative requirements (perm its,World Bank, various United Nations agencies, the 
regulations, reporting) issued by the government in your 

International Telecommunication Union) , complet country is (1 = burdensome, 7 = not burdensome) 

ed, if necessary, by national sources. It is possible Source: World Economic Forum, ~xecutive Opinion Survey 2006 

that some data will have been revised or updated by 
Business costs of terrorism I survey data 

national sources after the publication of the Report. The threat of terrorism in your country (1 = imposes 
significant costs on business, 7 = does not impose significant 
costs on business) 
Source: World Economic Forum, Executive Opinion Survey 2006 

1st pillar: Institutions 
Reliability of police services I survey data 


Property rights I survey data 

Police services (1 = cannot be relied upon to protect 


Property rights, including over financial assets (1 - are poorly 
 businesses from criminals, 7 = can be relied upon to protect
defined and not protected by law, 7 = are clearly defi ned and businesses from criminals) 

well protected by law) 
 Source: World Economic Forum, Executive Opinion Survey 2006 
Source: World Economic Forum. Executive Opinion Survey 2006 

Business costs of crime and violence I survey data 

Diversion of public funds I survey data 


The incidence of common crime and violence (e.g., street 
In your country, diversion of public funds to companies, muggings, firms being looted) (1 - imposes significant 
individuals or groups due to corruption (1 = is common, costs on businesses. 7 = does not impose sig nificant costs 
7 - never occurs) on businesses) 

Source: World Economic Forum, Execut ive Opinion Survey 2006 
 Source: World Economic Forum. Executive Opinion Survey 2006 

Public trust of politicians I survey data Organized crime I survey data 

Public trust in the financial honesty of poli ticians is (1 = very 
 Organized crime (mafia-oriented racketeering, extortion) in 
low, 7 = very high) your country (1 ; im poses significant costs on businesses, 
Source: World Economic Forum, Executive Opinion Survey 2006 7 = does not impose significant costs on businesses) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Judicial independence I survey data 


Is the judiciary in your country independent from political Ethical behavior of firms I survey data 
influences of members of government. ci tizens or firms? The corporate ethics (ethical behavior in interactions with 
(1 =no-heavily influenced, 7 = yes-entirely independent) public official s, politicians. and other enterprises) of firms 

Source: World Economic Forum, Executive Opinion Survey 2006 in your country are (1 = among the world 's worst, 7 ; among 


the best in the world ) 

Favoritism in decisions of government officials I survey data Source : World Economic Forum, Executive Opinion Survey 2006 


When deciding upon policies and contracts, government offi 

ci als (1 = usually favor well-connected firms and individuals, 

7 = are neutral) 
 ----------. -~ 



Efficacy of corporate boards I survey data 

Corporate governance by investors and boards of directors 
in your country is characterized by (1 = management has 
little accountability, 7 ~ investors and boards exert strong 
supervision of management decisions) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Protection of minority shareholders' interests I survey data 

Interests of m inority shareholders in your country are 
(1 =not protected by law and seldom recognized by majority 
shareholders, 7 = protected by law and actively enforced) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Strength of auditing and accounting standards I survey data 

Financial auditing and reporting standards regarding compa
ny financial performance in your country are (1 = extremely 
w eak, 7 = extremely strong-the best in the world) 
Source: World Economic Forum, Executive Opinion Survey 2006 

2nd pillar: 'Infrastructure 

Quality of overall infrastructure I survey data 

General infrastructure in your country is (1 = underdeveloped, 
7 = as extensive and efficient as the world's best) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Quality of railroad infrastructure I survey data 

Railroads in your country are (1 - underdeveloped, 7 = as 
extensive and efficient as the world's best) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Quality of port infrastructure I survey data 

Port faci lities and inland waterways in your country are 
(1 = underdeveloped, 7 = as developed as the world's best) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Quality of air transport infrastructure I survey data 

Passenger air transport in your country is (1 = infrequent, 
limited, and inefficient, 7 = as frequent, extensive, and 
efficient as the wor ld'S best) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Quality of electricity supply I survey data 

The qua lity of electricity supply in your country (lack of 
interruptions and lack of voltage fluctuations) is (1 a worse 
than in most other countries, 7 = meets the highest standards 
in the world) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Telephone lines I hard data 

Main telephone lines per 100 inhabitants. 2005 

A main telephone line is a telephone line connecting the sub
scriber's terminal equipment to the public switched telephone 
network and that has a dedicated port in the telephone exchange 
equipment. 

Source: International Telecommunication Union World 
Telecommunication Indicators 2006 ' 

3rd pillar: Macroeconomy 

Government balance I hard data 

Government fiscal surpluS/deficit as a percentage of GOP, 
2005 or most recen t year avai lable 

A positive (negative) number means that the government budget 
exhibits a surplus (deficit). 

Source: International Monetary Fund, World Economic Our/ook 
Database, April 2006 

National savings rate I hard data 

National savings rate as a percentage of GOP, 2005 or most 
recent year available 

Source: International Monetary Fund, World Economic Outlook, 
April 2006 (Published Version); Economist Intelligence Unit, 
CountrvData Database, June 2006; International Monetary Fund 

Inflation I hard data 
~ '" 

Annual percent change in consumer price index. average ~ 
for 2005 ~ 

Source: International Monetary Fund, World Economic Our/ook '" 
OJ'" 

Database, April 2006 C 
OJ 
> .." 

Interest rate spread I hard data .~ 

Cl. 
Average interest rate spread, 2005 E 

o
This measures the difference between the typical short-term u 

OJlending and deposit rates over the 2005 period. 
-5 
-0Source: International Monetary Fund, International Financial co 
OJ

Statistics; national sources c:: 

B 
Government debt I hard data ~ o 

:::cNet domestic and external debt contracted by the 

government. 2005 

Source: International Monetary Fund 


Real effective exchange rate I hard data 

Real effective exchange rate in 2005 relative to the 1997-2004 
average 
Source: International Monetary Fund, INS Database, June 2006 

4th pillar: Health and primary education 

Business impact of malaria I survey data 

How serious do you consider the future impact of malaria 
on your company in the next 5 years? (1 = extremely serious, 
7 = not a problem) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Business impact of tuberculosis I survey data 

How serious do you consider the future impact of tuberculo

sis on your company in the next 5 years? (1 = extremely 

serious. 7 z not a problem ) 
 117 
Source: World Economic Forum, Executive Opinion Survey 2006 

Business impact of HIV/AIDS I survey data 

How serious do you consider the future impact of HIV/AIOS 

on your company in the next 5 years? (1 ~ extremely serious, 

7 = not a problem) 


Source: World Economic Forum, Executive Opinion Survey 2006 

Infant mortality I hard data 

Infant (children aged 0 to 11 months) mortality per 1,000 live 

births. 2004 

Source: World Health Organization, World Health Statistics 2006 

and World Health Report 2006; United Nations Population Fund, 

State of World Population 2005; national sources 


Life expectancy I hard data 

Life expectancy at bi rth (yeanl), 2004 


Source: World Health Organization, World Health Report 2006; 

The World Bank., World Development Indicators 2006; national 

sources 


Tuberculosis incidence I hard data 

Estimated number of tuberculosis cases per 100.000 
inhabitants, 2004 


Source: World Health Organization, World Health Statistics 2006, 

World Health Report 2006 and Global Report 2006; national 

sources 


Malaria incidence I hard data 

Estimated number of malaria cases per 100,000 inhabitants, 
2004 


Source: UNICEF and World Health Organization, World Malaria 

Report 2005; World Health Organization Regional Offices; United 

Nations Population Fund, State of Worfd Population 2005; The 

World Bank, World Development Indicators 2006; United Nations 

Development Programme, Human Development Report 2006; 

national sources 




'"w HIV prevalence I hard data 

HIV prevalence rate for population aged 15 to 49,2003 or~ 
Q: most recent year available 

'" Source: World Health Organization. World Health Statistics 2006 '"w 
c and World Health Report 2006; national sources 
>."" 
w 

."" Primary enrollment I hard data W 
0.. 
E Net primary education enrollment rate, 2004 or most recent 
o 

u year available 

w 
 According to the World Bank's 111Worid Development
-5 

Indicatorsl1 J. this corresponds to the ratio of children of official "0 
co school age (as defined by the national education system) who are 

a::: enrolled in school to the population of the corresponding official 
school age. Primary education provides children with basic read

w 

3: ing, writing and mathematics skills along with an elementary 
:::r: 
o 

understanding of such subjects as history, geography, natural sci
ence, social science, art and music. 

Source: UNESCO Institute for Statistics; United Nations Statistics 
Division 

5th pillar: Higher education and training 

Secondary enrollment I hard data 

Gross secondary education enrollment rate, 2004 or most 
recent year available 
According to the World Bank's World Development Indicators, 
this corresponds to the ratio of total enrollment. regardless of 
age, to the population of the age group that officially corresponds 
to the secondary education level. Secondary education completes 
the provision of basic education that began at the primary level, 
and aims at laying the foundations for lifelong learning and human 
development, by offering more subject- or skill-oriented instruc
tion using more specialized teachers. 

Source: UNESCO Institute for Statistics; The World Bank, World 
Development Indicators 2006; national sources 

118 
Tertiary enrollment I hard data 

Gross tertiary education enrollment rate, 2004 or most 
recent year available 
According to the World Bank's World Development Indicators, 
this corresponds to the ratio of total enrollment, regardless of 
age, to the population of the age group that officially corresponds 
to the tertiary education level. Tertiary education, whether or not 
leading to an advanced research qualification. normally requires, 
as a minimum condition of admission, the successful completion 
of education at the secondary level. 

Source: UNESCO Institute for Statistics; The World Bank. World 
Development Indicators 2006; national sources 

Quality of the educational system I sUNey data 

The educational system in your country (1 ~ does not meet 
the needs of a competitive economy, 7 = meets the needs 
of a competitive economy) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Quality of math and science education I sUNey data 

Math and science education in your country's schools (1 = lag 
far behind most other countries, 7 = are among the best in the 
world) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Quality of management schools I survey data 

Management or business schools in your country are (1 = 

limited or of poor quality, 7 = among the best in the world) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Local availability of research and training services I sUNey data 

In your country, specialized research and training seNices 
are (1 = not available, 7 = available from world-class local 
institutions) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Extent of staff training I survey data 

Th.e general approach of companies in your country to human 
resources is (1 = to invest little in training and employee 
development, 7 = to invest heavily to attract, train, and retain 

employees) 


Source: World Economic Forum, Executive Opinion Survey 2006 


6th pillar: Market efficiency 

Agricultural policy costs I sUNey data 

Agricultural policy in your country (1 = is excessively 
burdensome for the economy, 7 = balances the interests 

of taxpayers, consumers, and producers) 


Source: World Economic Forum, Executive Opinion Survey 2006 


Efficiency of legal framework I survey data 

The legal framework in your country for private businesses 
to settle disputes and challenge the legality of government 
actions and/or regulations (1 = is inefficient and subject to 
manipulation, 7 = is efficient and follows a clear, neutral 
process) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Extent and effect of taxation I sUNey data 

The level of taxes in your country (1 = significantly limits 
the incentives to work or invest, 7 = has little impact on the 

incentives to work or invest) 


Source: World Economic Forum, Executive Opinion Survey 2006 


Number of procedures required to start a business I hard data 

Number of administrative procedures required to start a 
business, 2006 
Source: The World Bank, Doing Business 2007: How to Reform 
(2006) 

TIme required to start a business I hard data 

Number of days required to start a business, 2006 
Source: The World Bank, Doing Business 2007: How to Reform 
(2006) 

Intensity of local competition I survey data 

Competition in the local market is (1 = limited in most 
industries and price-cutting is rare, 7 = intense in most 
industries as market leadership changes over time) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Effectiveness of antitrust policy I survey data 

Anti-monopoly policy in your country is (1 = lax and not 
effective at promoting competition, 7 = effective and 
promotes competition) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Imports I hard data 

Imports of goods and services as a percentage of GOP, 2005 
Source: Economist Intelligence Unit, CountryData Database (June 
2006) 

Prevalence of trade barriers I sUNey data 

In your country, tariff and nontariff barriers significantly 
reduce the ability of imported goods to compete in the 

domestic market (1 = strongly agree, 7 = strongly disagree) 


Source: World Economic Forum, Executive Opinion Survey 2006 


Foreign ownership restrictions I survey data 

Foreign ownership of companies in your country is (1 = rare, 
limited to minority stakes and often prohibited in key sectors, 
7 = prevalent and encouraged) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Exports I ha rd data 

Exports of goods and seNices as a percentage of GOP, 2005 

Source: Economist Intelligence Unit. CountryData Database (June 
2006) 

Hiring and firing practices I sUNey data 

The hiring and firing of workers is (1 = impeded by 
.....; .., _ 11_ ..i""' ..... ......... ..-.. :....... .... h •• _ _ _ I ..... __-_\ __________ 




Flexibility of wage determination I survey data 

Wages in your country are (1 = set by a centralized bargaining 
process, 7 =up to each individual company) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Cooperation in labor-employer relations I survey data 

Labor-employer relations in your country are (1 =generally 
confrontational, 7 = generally cooperative) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Reliance on professional management I survey data 

Senior management positions in your country are (1 = usually 
held by relatives, 7 = held by professional managers chosen 
based on superior qualification) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Pay and productivity I survey data 

Pay in your country is (1 = not related to worker productivity, 
7 = strongly related to worker productivity) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Brain drain I survey data 

Your country's talented people (1 = normally leave to pursue 
opportunities in other countries, 7 = almost always remain in 
the country) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Private sector employment of women I survey data 

In you r country, do businesses provide women the same 
opportunities as men to rise to positions of leadership? 
(1 = no, women are unable to rise to positions of leadership, 
7 =yes, women are often in management positions) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Financial market sophistication I survey data 

The level of sophistication of financial markets in your 
country is (1 = lower than international norms, 7 = higher 
than international norms) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Ease of access to loans I survey data 

How easy is it to obtain a bank loan in your country with 
only a good business plan and no collateral? (1 = impossible, 

7 = easy) 

Source: World Economic Forum, Executive Opinion Survey 2006 


Venture capital availability I survey data 

Entrepreneurs with innovative but risky projects can generally 
find venture capital in your country (1 = not true, 7 = true) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Soundness of banks I survey data 

Banks in your country are (1 = insolvent and may require a 
government bailout, 7 = generally healthy with sound balance 
sheets) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Local equity market access I survey data 

Raising money by issuing shares on the local stock market is 
(1 =nearly impossible, 7 =quite possible for a good company) 
Source: World Economic Forum, Executive Opinion Survey 2006 

7th pillar: Technological readiness 

Technological readiness I survey data 

Your country's level of technological readiness (1 =generally 
lags behind most other countries, 7 = is among the world 
leaders) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Firm-level technology absorption I survey data 

Companies in your country are (1 = not able to absorb new 
technology, 7 =aggressive in absorbing new technology) 
Source: World Economic Forum, Executive Opinion Survey 2006 

(/)Laws relating to ICT I survey data 
~ 

Laws relating to the use of information technology (electronic ~ 
commerce, digital signatures, consumer protection) are 0: 

(/)(1 =nonexistent, 7 =well developed and enforced) (/) 

OJ 
Source: Wonld Economic Forum, Executive Opinion Survey 2006 C 

OJ 
> 

'';::::; 
'';::::;FDI and technology transfer I survey data (l) 
CL

Foreign direct investment in your country (1 =brings little E 
onew technology, 7 = is an important source of new technology) u 

Source: World Economic Forum, Executive Opinion Survey 2006 (l) 

-5 
"0 

Mobile telephone subscribers I hard data '"OJ 
0::: 

Mobile telephone subscribers per 100 inhabitants, 2005 E 
The term subscribers refers to users of mobile telephones 'l: 

osubscribing to an automatic public mobile telephone service that :r:: 
provides access to the public switched telephone network using 
cellular technology. This can include analogue and digital cellular 
systems but should not include non-cellular systems. Subscribers 
to fixed wireless, public mobile data services, or radio paging 
services are not included. 

Source: International Telecommunication Union, World 

Telecommunication Indicators 2006 


Internet users I hard data 

Internet users per 10,000 inhabitants, 2005 or most recent 
year available 
Internet users are people with access to the worldwide network. 

Source: International Telecommunication Union, World 

Telecommunications Indicators 2006: national sources 


Personal computers I hard data 

Personal computers per 100 inhabitants, 2005 or most recent 
year available 


According to the World Bank, personal computers are self

contained computers designed to be used by a single individual. 


Source: International Telecommunication Union, World 
119Telecommunications Indicators 2006; national sources 

8th pillar: Business sophistication 

Local supplier quantity I survey data 

Local suppliers in your country are (1 = largely nonexistent, 

7 = numerous and include the most important materials, 

components, equipment, and services) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Local supplier quality I survey data 

The quality of local suppliers in your country is (1 = poor, 

as they are inefficient and have little technological capability, 

7 =very good, as they are internationally competitive and 

assist in new product and process development) 

Source: World Economic Forum, Executive Opinion Survey 2006 


Production process sophistication I survey data 

Production processes use (1 = labor-intensive methods or 

previous generations of process technology, 7 = the world's 

best and most efficient process technology) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Extent of marketing I survey data 

The extent of marketing in your country is (1 = limited and 
primitive,7 =extensive and employs the world's most 

sophisticated toois and techniques) 


Source: World Economic Forum, Executive Opinion Survey 2006 


Control of international distribution I survey data 

International distribution and marketing from your country 

(1 = takes place through foreign companies, 7 = is owned 

and controlled by local companies) 


Source: World Economic Forum, Executive Opinion Survey 2006 



en Willingness to delegate authority 1 survey data 
~ 
'g Willingness to delegate authority to subordinates is (1 = 
~ low-top management controls all important decisions, 
en 
en 7 = high-authority is mostly delegated to business unit 
Q) 
c heads and other lower-level menagers)
Q) 

.2: Source: World Economic Forum, Executive Opinion Survey 2006 

.~ 

c. Nature of competitive advantage 1 survey data E 
o 
u Competitiveness of your country's companies in international 
Q) markets is primarily due to (1 = low cost or local natural 
-5 resources, 7 = unique products and processes) 
"0 

ttl 

Q) Source: World Economic Forum, Executive Opinion Survey 2006 

cr:: 

B Value chain presence I· survey data :;: 
o Exporting companies in your country (1 = are primarily :::r: 

involved in resource extraction or production, 7 = not only 
produce but also perform product design, marketing sa les, 
logistics, and after-sales services) 

Source: World Economic Forum, Executive Opinion Survey 2006 

9th pillar: Innovation 

Quality of scientific research institutions I survey data 

Scientific research institutions in your country (e.g., university 
laboratories, government laboratories) are (1 = nonexistent, 
7 = the best in their fields internationally) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Company spending on R&D I survey data 

Companies in your country (1 = do not spend money on 
research and development, 7 = spend heavily on research 
and development relative to international peers) 

Source: World Economic Forum, Executive Opinion Survey 2006 

University/industry research collaboration I survey data 

120 	 In its R&D activity, business collaboration with local universi
ties is (1 =minimal or nonexistent, 7 = intensive and ongoing) 

Source: World Economic Forum, Executive Opin ion Survey 2006 

Government procurement of advanced technology products I 
survey data, 

Government purchase decisions for the procurement of 
advanced technology products are (1 z based solely on price, 
7 = based on technica l performance and innovativeness) 
Source: World Economic Forum, Executive Opinion Survey 2006 

Availability of scientists and engineers I survey data 

Scientists and engineers in your country are (1 = nonexistent 
or rare, 7 = widely available) 
Source: World Economic Forum. Executive Opinion Survey 2006 

Utility patents I hard data 

Number of utility patents (i.e., patents for invention) granted 
between January 1 and December 31,2005, per million 
population 

Utility patents are recorded such that the origin of the patent is 
determined by the first-named inventor at the time of the grant. 
Patents per million population are calculated by dividing the 
number of patents granted to a country in 2005 by that country's 
population in the same year. 

Source: The United States Patent and Trademark Office (March 
2006); United Nations Population Fund, State of World Population 
2005 

Intellectual property protection I survey data 

Intellectual property protection In your country (1 = is weak or 
nonexistent, 7 = is equal to the w orld's most stringent) 

Source: World Economic Forum, Executive Opinion Survey 2006 

Capacity for innovation 1 survey data 

Companies obtain technology (1 = exclUSively f rom licensing 
or imitating foreign companies, 7 = by conducling forma l 
research and p ioneering their own new products and 
processes) 

Source: World Economic Forum, Executive Opinion Survey 2006 
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c 
Key indicators--(I) GOP (PPP US$) per capita, 1980-2006 

CI.. Population (millions), 2006 ................................ ......33.4 
E 
o 8.000 ....-__--jGDP (billions, current US$). 2006 .. .......................114.3 
 -Algeria -Africau 

GDP (PPP US$) per capita, 2006 ........ .......... ........7,827 


Sectoral value-added (as percentage of GDP). 2004 6,OOO I--------------------....~---_ 
Agriculture ... .................... ................. .. .... .............. .. 10 


Industry ............................................... .......... ......... 57 l---=-~:!::~!::~~~~~~~=~---------4.000 

Services .......................... .......... ........... .... .. .............34 


Human Development Indicator rank 


(out of 177 economies), 2004 .. ................ ..............102 


The most problematic factors for doing business 

Access to financing ....... ... .. ..................................... .. ... 13.6 


Inefficient government bureaucracy ... ........ .. ............. 9.2 


Corruption .................... ....... ... ... .. .. .......... ................... .......8.7 


Tax rates .. ... ... ......... ................ ... ........... .... .. ....... ..... .. ...... ..8.5 


Tax regulations ............................. ............ .. .... .. ....... ....... 7.9 


Inadequate supply of infrastructure ..................... ..... .. 7.7 


Foreign currency regulations ........ ... ....... ...... ......... .... ..6.7 


Inadequately educated workforce ............ ................... 6.7 


Policy insta bility ........................................... ... .. ............. ..6.3 


Poor work ethic in national labor force .. ... .. ... ............ 6.1 


Inflation ...... ........ ... ............ ... .. ........ ......... ........... ... ............5.7 


Restrictive labor regulations .......... ...... ......... .............. .5.4 


Government instability/coups .......... .... ............. ............ 4.3 


Crime and theft .... .... .. ......... .................... ........................ 3.1 


II 

I I 

Source: UNFPA, IMF. EIU, UNDP 

Global Competitiveness Index 2007 
Overall 

rank Score 
lout of 128) 11-71 

Global Competitiveness Index 2007...............76 .........4.0 


GCR 2005-06 (out of 117 economies) .... .. ............. ...82 ...... ....3.8 


Basic requirements ................................ .. .................44 ..........4.9 


1st pilla r: I nstitutions .... ..............................................65 ..........3.9 


2nd pillar: Infrastructure ............... ... ................. ... .....80 ...... .... 2.9 


3rd pillar: Macroeconomy ............. .............. ......... .......2 ..........6.2 


4th pillar: Health and primary education .. ............. .46 ..... .... .6.6 


Efficiency enhancers .................................................92 ..........3.3 


5th pillar: Higher education and training ........ ..... .. .86 .......... 3.5 


6th pillar: Market efficiency ......... ...... ... .. ............ ......97 ........ ..3.7 


7th pillar: Technological readiness ..................... ... .93 .......... 2.7 


Innovation enhancers ................................................92 ..........3.2 


8th pillar: Business sophistication ....................... 106 ... .. .....3.4 


9th pillar: Innovation ... ............................. ... ..... .......... 77 ..........3.1 


Stage of development 

1 
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driven 

2 

Efficiency 
driven 

Transition 
2-3 3 

Innovation 
driven 

Institutions 

Business 
sophistication 

Technological 

readiness 


Macro
economy 

Health and 
primary 

education 

Market efficiency Higher education 
and training 

.... Algeria .... Economies in transition from 1 to 2 

o 5 10 15 20 25 30 

Percent of responses 
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INDICATOR SCORE RANK/128 

1st pillar: Institutions 

Property rights .. ... .4.5 .......... 67 

Diversion of public funds .......... 3.2.. ....80 

Public trust of politicians ..... 2.8 ......... .47 

Judicial independence .. ... .... 3.7 .......... 65 

Favoritism in decisions of government officials ...3.9 ...... 25 


Government spending .. .......... .... 3.7... ..36 


Burden of government regulation .. ....... 3.0 .......... 63 


Business costs of terrorism .............. ., .. 3.7 ... 118 


Reliability of police services .. . ........... 5.1.. .....34 


Business costs of crime and violence ......... 3.8 ........ ..83 


Organized crime .... ........ ....... ............ .. . ... ... 4.7 .......... 70 


Ethical behavior of firms ......... .4.1 ........... 70 


Efficacy of corporate boards ..................................... 3.9 .. 107 


Protection of minority shareholders' interests.. . ...... .4.9 .. ........ 38 


Strength of auditing and accounting standards .... ...... 3.7 ........ 102 


2nd pillar: Infrastructure 

Quality of overall infrastructure .........3.1 .. 72 


Quality of railroad infrastructure ....... .. 2.0 ...... ... 73 


Quality of port infrastructure ..................... .... . . ...... 3.1 .......... 79 


Quality of air transport infrastructure .... 3.5 .........93 


Quality of electricity supply .. . . .4.2... . .. 70 


Telephone lines" ... . ........ 7.8 .......... 90 


3rd pillar: Macroeconomy 

Government surplus/deficit" ..... . 14.2.. ..6 

National savings rate" ...... 51.2 .4 

Inflation" ...... 1.6 ..... ..... 13 

Interest rate spread" .. . . ..... .. 6.3 .... ..... .73 

Government debt" ....... ........ . . ....... ... 28.5 .......... 28 

Real effective exchange rate" .....-16.5 ... ....... 13 

INDICATOR SCORE RANK/128 

<ll 
C. 

E 
a 

U 

6th pillar: Market efficiency 

Agricultural policy costs ......... ... ... . . .... .4.4 .. .15 

Efficiency of legal framework . ..... .4.1 . . ..... 54 

Extent and effect of taxation .. . ...... 3.9 ... ....... 33 

No. of procedures required to start a business ' ... .. 14.0 ........ 11 0 

Time required to start a business' .. ..... ......... ..... .... 24.0 .. ....... 38 

Intensity of local competition ........... .4.2 .......... 98 

Effectiveness of antitrust policy .. . .. 3.9.. . .59 

Imports" ................... .... ................... .. ...... 30.4 .. ... 94 

Prevalence of trade barriers .. .... .4.1 .83 

Prevalence of foreign ownership ... .. .4 .7.. .....85 

Exports" .. 54.2 .. ... 34 

Hiring and firing practices ... ..... 3.6 ......81 

Flexibility of wage determination ..... .4.4 ........ 104 

Cooperation in labor-employer relations . ..4.6....65 

Reliance on professional management . .4.4. . ... .. 66 

Pay and productivity .. . ... 3.8 ........ .. 80 

Brain drain .2.4 ..... .. 105 

Private sector employment of women .. .4.6... ..... 74 

Financial market sophistication .. 2.0 ........ 125 

Ease of access to loans. . ..... 2.2 ........ 114 

Venture capital availability ... . ..... 2.2 .. 117 

Soundness of banks 

Local equity market access 

... .4.1 

... . 2.7 

.... 124 

... 112 
123 

7th pillar: Technological readiness 

Technological readiness ........ 2.5 ..... ... 106 

Firm-level technology absorption . ..4.6 .... ..69 

Laws relating to ICT .. .... ...... 2.9 .. ........ 95 

FDI and technology transfer ...... . . ...... 4.2. ... 112 

Mobile telephone subscribers" .. . . .41 .5 ........ .. 69 

Internet users" ... . ........ 5.8 .. 88 

Personal computers" .. 1.1 ....... .. 106 

4th pillar: Health and primary education 

Business impact of malaria .. 


Business impact of tuberculosis 


Business impact of HIV/AIDS . 


Infant mortality' .. 


Life expectancy" ..... . 


Tuberculosis incidence" . 


Malaria incidence" ... .... . . 


HIV prevalence" 


Primary enrollment" .... 


..6.1 . ....65 

.... ..5.8 ...... ... 64 

.5.3 ... ....... 58 

..35.0.. ... . 90 

. ... 71.0 ........69 

. ....53.9 .. 59 

.... 1.0 .......... 66 

....... . 0.1 .......... 28 

....96.7. ....35 

8th pillar: Business sophistication 

Loca'l supplier quantity . 


Local supplier quality ..... . 


Production process sophistication ...... .. .. ...... . 


Extent of marketing ...... .......... . 


Control of international distribution 


Willingness to delegate authority. 


Nature of competitive advantage ....... ... ... .... . 


Value chain presence ... 


. ..... .4.2 .. 95 

. .... 3.5 .........99 

...3.1 ..85 

... ...3.0 ........ 118 

.... 3.4 .102 

..2.6 115 

. ..... 2.8 ...99 

.... 2.4.. .. 118 

5th pillar: Higher education and training 

Secondary enrollment' . . ................................. 80.7. .... 75 

Tert iary enrollment" .... .... 20.0 .. ...75 

Quality of the educational system. ... 2.9 ...93 

Quality of math and science education .3.7 ......... 74 

Quality of management schools .... ....3.5 ........ ..91 

Local availability of research and training services ...... 3.0 ...... .. 103 

Extent of staff training . ...... ..... .... . .................. ...... .. .3.0 ....... 100 

* u ............. "" • .,. 


9th pillar: Innovation 

Quality of scientific research institutions ... ..3.4 .......... 85 

Company spending on R&D ..... . 2.8 .......... 92 

University-industry research collaboration .2.5 ...... .. 104 

Gov't procurement of advanced tech products ......... .4.1 .....36 

Availability of scientists and engineers .. . ..... 5.4 .......... 21 

Utility patents" ..... 0.0. . ....80 

Intellectual property protection . ....3.3 .......... 73 

Capacity for innovation .. .. .. ..... ........ . .... .. 2.3 ........ 123 
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Global Competitiveness Index 2007.............107..... .. ..3.4 


GCR 2005-1)6 (out of 117 economies) .................... 106 ..........3.3 


Basic requirements .................................................106 ..........3.7 


1st pillar: Institutions..................................................87 ..........3.6 


2nd pillar: Infrastructure ............... ......... .._____.......... 117 ..........2.1 


3rd pillar: Macroeconomy........................................95 ..........4.0
126 
4th pillar: Health and primary education .............. l04 ..........5.3 


Efficiency enhancers...............................................107 ..........3.0 


5th pillar: Higher education and training ... ........... l04 ..........3.0 


6th pillar: Market efficiency......................................96 ..........3.7 


7th pillar: Technological readiness ........ ............... 114 ...... .. .. 2.5 


Innovation enhancers..............................................._90 ..........3.2 


8th pillar: Business sophistication .........................87 ..........3.6 


9th pillar: Innovation ..................................................91 ..........2.9 
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The most problematic factors for doing business 

Access to financing .....................................................17.8 


Corruption .................................................... ............ ...... 15.7 


Tax regulations .............................................................12.9 


Tax rates ............. ................................ ...... ..................... 11 .1 


Inefficient government bureaucracy ...... ............. ...... 10.0 


Inadequate supply of infrastructure ..................... .. .....6.3 


Inadequately educated workforce ...............................4.7 


Poor work ethic in national labor force ......................4.4 


Inflation .............................. .................................3.8 


Crime and theft ..............................................................3.5 


Policy instability........... ...................................................2.8 


Foreign currency regulations .......................................2.5 


Restrictive labor regulations ........ ............ ......... .. ........2.3 


Government instability/coups .......................... .. ..2.1 
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INDICATOR 
- -

SCORE RANK/128 

1st pillar: Institutions 

Property rights 

Diversion of public funds 

Public trust of pOliticians ... 

.. ... .. 3.6 ........ 100 

.... . 2.1 . ....... 122 

..1 .8 .. . .. 99 

Judicial' independence .. .. 3. 8 .. .. 64 

Favoritism in decisions of government officials ....... .. 2.7 .. .. .. 89 


Government spending ... ... 2.6 .. ... 95 


Burden of government regulation ... ..... ... ... 24 ...... .. 110 


Business costs of terrorism .. .... ..5.5 ........ .. 39 


Reliability of police services. . .... .... 3.3 .... .. ....93 


Business costs of crime and violence ..........34 ..... ..... 91 


Organized crime ...... ..3.8 ....... . 101 


Ethical behavior of firms ... . ... ... 3.9 .......... 79 


Efficacy of corporate boards .. . .......... 44 .... ...... 77 


Protection of minority shareholders ' interests .... ... 4 .6 ..... .....52 


Strength of auditing and accounting standards .... ....... 3.6 .. 107 


2nd pillar: Infrastructure 

Quality of overall infrastructure ...... ...... ... ... , ........ 2.2 .. ...... 111 


Quality of railroad infrastructure .. .. ...... . 1.3 ........ 114 


Quality of port infrastructure ......... .... ........ .. . .. ..2.5.. .. .. 97 


Quality of air transport infrastructure .... 2.6 .. ..... 119 


Quality of electric ity supply ...... .. 2.8 ........ 108 


Telephone lines" ... 10 .. ..... . 110 


3rd pillar: Macroeconomy 

Government surplus/deficit" .. ... ............. ........ -2.2 ... ..68 


National savings rate" ..... ...... ........ .. . .. ... 12.8 ...... .. 106 

Inflation" . .. ................. .. .. .. .... 5.5 ...... .... 75 

Interest rate spread" .. .. ... n/a .........n/a 

Government debt" .. 34 .1 ........ ...33 

Real effective exchange rate" .... .. 12.5 ... .... 106 
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INDICATOR SCORE RANK/128 
N 

6th pillar: Market efficiency 

Agricultural policy costs .... ...... ........ .. ......34.. .... .... 91 


Efficiency of legal framework ...... 34 .... ...... 76 


Extent and effect of taxation . . ... ..... . 2.2 .... .... 123 


No. of procedures required to start a business" .. ...... 7.0 .... ...... 27 


Time required to start a business" ..... 31.0 ... ....... 57 


Intensity of local competition .. .. .. 4.1 .. 102 


Effectiveness of antitrust policy . ... ...... . 3.5 ... ....... 80 


Imports' .. .. .. .......... ...... .......... .... .. . .... ....33.0 ......... 86 


Prevalence of trade barriers . ...... .......... .. .. ....... 44 ..........64 


Prevalence of foreign ownership .... ...... . 5.0 .. ...... .. 72 


Exports' .. .. ...... 20.9 ........ 113 


Hiring and firing practices .. ...... ...... .. 44 ........ ..39 


Flexibility of wage determination .. .. ... 5.1.. .. .. .. 71 


Cooperation in labor·employer relations . .. ...4.7 .61 


Reliance on professional management.. . .. .44 ...... .... 67 


Pay and productivity .. .. ................. .... 3.2 ..... ... 109 


Brain drain .. .... 2.5 .......... 96 


Private sector employment of women ..5.2 ...... .... 26 


Financial market sophistication .. .. .. ......... ....... ...... 2.5 .... .... 103 


Ease of access to loans ........... ...... .... .. .. ..... 1.9 123 


Venture capital availability ...... .... 2.4 ..... ... 111 


Soundness of banks ................... .. .. .. .... ..5.8 .. ....... .47 


Local equity market access .. .. ...3.6 .... 99 


7th pillar: Technological readiness 

Technological readiness .. ...... . 2.3 .. ...... 11 3 

Firm-level technology absorption .4.4 .......... 89 

Laws relating to ICT.. .. .. ...... ......... .. .. .... 2.8 .... . 98 

FDI and technology transfer .. .. .... .. .4.1 .. ...... . 118 

Mobile telephone subscribers" .. .. . ..... 10.0 ...... .. 107 

Internet users" ... .... .. .5.7 ........ .. 90 

Personal computers' .. ... 0.4 ... .. 116 

4th pillar: Health and primary education 

Business impact of malaria .... .. 


Business impact of tuberculosis 


Business impact of HIV/AIDS 


Infant mortality" .. 


Life expectancy" 


Tuberculosis incidence' 


Malaria incidence' 


HIV prevalence" 


Primary enrollment" .. 


.4.0 .. ...... 112 


..... 4 .2 .... 108 


.... 3.5 ........ 103 


.. ....... 90.0 .. ...... 116 


.. ....... 53.0 .. ...... 110 


.. ...... 142.3 . ......... 84 


...... 12,172.5 ........ 120 


.. . 1.9 ....... . 106 


.. ......82 .6 ... ..... 102 


8th pillar: Business sophistication 

Local supplier quantity .. ... 

Local supplier quality ...... ........ .. 

Production process sophistication 

Extent of marketing 

Control of international distribution 

Willingness to delegate authority 

Nature of competitive advantage 

Value chain presence .. ........ ...... ...... . .. .. .. 

.. .... .4.0 .. ... ... 101 

.. ..... 3.7 .. .. .... 87 

.. 2.8 .. ........ 99 

..3.5 .. ........93 


.. 3.8 .. ...... .. 81 

.2.8 .. ...... 103 

...... 3.4 ......... 63 

.. .. 3.6 ......... . 61 

5th pillar: Higher education and training 

Secondary enrollment' .............. .. . .. ...... 25.9 ....... . 116 

Tertiary enrollment" .... ..... n/a .........n/a 

Quality of the educational system .. ....... 2.9 .... ...... 94 

Quality of math and science education ... .. .... ... 4 .3 ..... ... 55 

Quality of management schools .... ...... ......... ...... ..... 4 .1 ........... 64 


Local availability of research and training services ...... 3.1 .... ..... 101 


Extent of staff training ...... .......... . ...2 .7 .. ...112 


9th pillar: Innovation 

Quality of scientific research institutions .... ... 2.9 ...... .. 113 

Company spending on R&D .... .. 2.5 ....... . 114 

University-industry research collaboration . .. .. 2.2 .. 113 

Gov't procurement of advan ced tech products ...4.0 ..... ..... 43 

Availability of scientists and engineers . .. .. ......... ... 4.4 .......... 65 

Utility patents ' ........ .... ........... ...... ...... .. ... .. ...... 0.0 ...... .... 80 

Intellectual property protection ... .. ....3.1 ...83 

Capacity for innovation .. .......... ...... .... .. ...3.0 . ..71 

" Hard data 
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The most problematic factors for doing business 

Inefficient government bureaucracy ............. .. .. ........ 14.6 


Inadequately educated workforce ........................ ..... 14.0 


Access to financing .. .................................................... 13.8 


Poor work ethic in national labor force ... ...... .... .......13.1 


Restrictive labor regu lations .........................................9.8 


Inflation ...... .... .. .................... .................... ................. .. ....9.2 


Inadequate supply of infrastructure .... .......................7.5 


Corruption .......... ................ ..... .. ................. ........ ........... ....5.2 
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1st pillar: Institutions 

Property rights ... .............. ....... . .. ...4.9.. ... 53 

Diversion of public funds .. 4.7 ....... .. . 40 

Public trust of politicians ..3.5.. ... 27 

Judicial independence .......... ........ .... ............. ..5.3 .. .... 25 


Favoritism in decisions of government offic ials .... 3.6 .......... 37 


Government spending. . .......... ..... 4.3 .. ........ 19 


Burden of government regulation ...3.1 ........ .. .49 


Business costs of terrorism .. ...... ..5.7 ....... ...24 


Reliability of police services .. . ..4.1 ...... ..... 64 


Business costs of crime and violence ..... .. .4 . ~ .... ..... 69 


Organized crime . ...5.2 .......... 50 


Ethical behavior of firms .... ........ ....... .. .... .4.6 ......... .41 


Efficacy of corporate boards.. . .... ...... ...... ........ .4.4 .. 71 


Protection of minority shareholders' interests .. .. .... .4.7.. .. .... 50 


Strength of auditing and accounting standards .......... . 5.2 .... 45 


2nd pillar: Infrastructure 

Ouality of overall infrastructure .. .4.0 .......... 53 

Quality of ra ilroad infrastructure ....... 3.3 ..... .... .4B 

Quality of port infrastructure .. .. 2.7 ....... ...BB 

Quality of air transport infrastructure ...... . 3.8 .......... 88 

Quality of electricity supply .. .. ...4.9 ...... ....59 

Telephone lines " .... .. .. .. .... .. .. .... 7.5 ... ... ....91 

3rd pillar: Macroeconomy 

Government surplus/defic it " .......... .. ..... .. ......0.1 ........ ... 42 


National savings rate" .... .......... .. ~ .... .40.6 .. 9 

Inflation' . .. ..... ....8.6 ...... ....99 

Interest rate spread" ... ... 6.5.. . .. 75 

Government debt" . .. .. .... .......... . ...n/a .........n/a 

Real effective exchange rate' ... .. ... ..4.4 .......80 

4th pillar: Health and primary education 

Business impact of malaria .. .. ..... ........... .......... .5.0 .. ..100 


Business impact of tuberculosis .. 3.9 ... ..... 115 

Business impact of HIV/AIDS . . .. .. ..... 2.3 ........ 122 
Infant mortality' .... .......... .............. . .. ... 75.0 ........ 105 

Life expectancy' ...... .40.0 ...... .. 125 

Tuberculosis incidence" .. ...... 552.8 .... .... 116 

Malaria incidence' ... .. ..... 1.245.4 ... .. ... 107 

HIV prevalence' ... ......... 37.3 ... ..... 128 

Primary enrollment' ..... ...... .. ... .......... .. 82.1 ...... .. 103 


5th pillar: Higher education and training 

Secondary enrollment ' . .. ... 75.1 ...... ..... 80 


Tertiary enrollment' ............... .. .... .. .. ...6.0 .... .... 102 


Quality of the educational system ...... ........ ....... .. ....... 3.7 .. .. ...... 58 


Qual ity of math and science education .. ..... 3.7 .. .. .. 73 

Quality of management schools.. .. ...3.4 .94 

Local availability of research and training services ...... 3.0.. .. 104 

Extent of staff training . .. ...... 3.5 .... ...... 69 
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6th pillar: Market efficiency 

Agricultural policy costs . .............. .. . .. ......38 ....... ...47 


Efficiency of legal framework ........ 4.9 ...... .... 32 


Extent and effect of taxat ion .... ........ .... .. .. ...... .. 4.7 .... ..... 17 


No. of procedures required to start a business" ....... 11.0 . .. .. ....B2 


Time requi red to start a business' . .. ........ . 108.0 ........ 116 


Intensity of local competition .. ...... ........... ..... .. ...4.5 ........ .. 75 


Effectiveness of antitrust policy .. .... ...3.2 ........ ..91 


Imports' .............. .... ........ .......... .......... .. .. .... 28.0 ........ 105 


Prevalence of trade barriers .. .. ...... .4.8 .. .. .... 43 


Prevalence of foreign ownership .... ... ..5.2 .. ...58 


Exports' . .. ..... ................ .. .. .... 41.5 .. ........ 62 


Hiring and firing practices. . ...... . 3.5 .. ..87 


Flexibility of wage determination .. .. .. 5.0 .. .. .73 


Cooperation in labor-employer relations . ...4 .9 ...... .... 42 


Reliance on professional management .. ........ .... ....... .4.8 .. 43 


Pay and productivity.... .. . ........ 3.5 ..... ..... 92 


Brain drain. .. .. ...3.5 .... ...... 52 


Private sector employment of women ... . ..5.2 ...24 


Financial market sophistication .. .. ...3.6 ........ ..75 


Ease of access to loans .... ...... ...... .. .. ... 3.4 .......... 60 


Venture capital availability ....... 3.5 ...45 


Soundness of banks .. .. ...6.0 ... ... ... .40 


Local equity market access ...... . 5.1 .. ...... ...59 


7th pillar: Technological readiness 

Technological readiness .. .. .. ... 3.7 .......... 68 

Firm-level technology absorption ..... .4 .2 .95 

Laws relating to ICT .................. . .. .. .. 3.0 ....... ...86 

FDI and technology transfer ........... .4.7.. . .. .. 85 

Mobile telephone subscribers' .. .. ..... .46.6 ... .... ... 64 

Internet users" .. .. .. ..... ... . 3.4 .103 

Personal computers' ...4.5 .......... 77 

8th pillar: Business sophistication 

Local supplier quantity .......... .......... .. .. .. 

Local supplier quality .. 

Production process sophistication 

Extent of marketing 

Control of international distribution 

Willingness to delegate authority 

Nature of competitive advantage 

Value chain presence . 

.. ..... ...3.7 ... ..... 117 


... ...... 3.6 .......... 94 


.. 3.1 ...... ... ..86 


......... 3.6 ...... .... 91 


...3.4 .106 


........ ..3.3 .......... 75 


.... ..... 3.5. ..50 


.. ... 2.6 .... .... 109 


9th pillar: Innovation 

Quality of scientific research institutions.. .. ...... 3.6 ..... .... 75 


Company spending on R&D .......... .. ... ......... ...... .. 2.B89 


University-industry research COllaboration 2.7 .... ...... 88 


Gov't procurement of advanced tech products ..... 3.8 ....... 64 


Availability of scientists and engineers .. .. .... ..... 3.4 .111 

Utility patents" ... .... ........ .............. .. ........ . . ....... 0.0 .. . ...... . 80 

Intellectual property protection .3.3 ....... .. .77 

Capacity for innovation .. .. ..... 2.5. .. .. 114 

• Hard data 
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1st pillar: Institutions ................. ...... ............... .. ..........67 ..........3.9 


2nd pillar: Infrastructure .............. .. .........................113 ..........2.1 


3rd pillar: Macroeconomy ........................ ...............119 ..........3.4 


4th pillar: Health and primary education .... .. ........ 127 ..... .. .. .3.2 


Efficiency enhancers, ....................... , ......................112 .......... 3,0 


5th pillar: Higher education and training ..............119 ....... .. . 2.5 


6th pillar: Market efficiency ............... ........ ...............89 ..........3.8 


7th pillar: Technological re(ldiness ....................... 106 ..........2.6 


Innovation enhancers... ............................. .............. ..86 ...""".3,3 


8th pillar: Business sophistication ......... ..............101 .. ........3.4 
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Tax rates ....... ............................................ ................ ....... 9.7 
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Inefficient government bureaucracy .. ..... .. ........... ...... 6.4 


Inflation ... ... .... ..................... .. .................... .......... .. .... ....... 6.2 


Poor work ethic in national labor force ............ ...... .... 5.9 


Restri ctive labor regulations ............... ......................... 5.1 


Crime and theft.. .. .......... .... ....... .... .. ........................3.8 


Policy instability.................................. ......................... ....3.5 
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1st pillar: Institutions 

Property rights ....... 4.4 .......... 69 


Diversion of public funds ...3.1. ....89 


Public trust of politicians ....... 2.3 .......... 67 


Judicial independence.. ...3.0 .......... 87 


Favorit ism in decisions of governrnent officials .......... 3.2 ..... ..... 50 


Government spending. . ........ 3.4 ...... ... .48 


Burden of government regulation ..... ..3.6 ..... ..... 26 


Business costs of terrorism ...... 5.2 .... 58 


Reliability of police services ..... ...... ....• .......... .4.0 ...... .... 69 


Business costs of crime and violence ....... .4.2 ... .. ..... 68 


Organized crime ........................... .4.4 .......... 79 


Ethical behavior of firms ....... 3.8 .......... 92 


Efficacy of corporate boards. . ........................ .4.3 ........ .. 78 


Protection of minority shareholders' interests ............ 5.1 ........... 30 


Strength of auditing and accounting standards. ..4.4.. ...73 


2nd pillar: Infrastructure 

Quality of overall infrastructure ... ... 2.1 ......... 117 

Quality of railroad infrastructure .. 2.0 .......... 78 

Quality of port infrastructure ... ...1.8 ....... 115 

Quality of air transport infrastructure ...... 2.9 ........ 114 

Quali ty of electricity supply .................. .. " ..... . . ..... 3.1 ...... ... 103 

Telephone lines' ..0.7 ........ 117 

3rd pillar: Macroeconomy 

Government surplus/deficit' . .. ....-3 .9. . ..101 

National savings rate " .. .. ....... 10.5 .... 116 

Inflation' . ...6.3...... .... 81 

Interest rate spread' .... 11 .6 .. 105 

Government debt' ......................... .. . ..n/a ......... n/a 

Real effective exchange rate" ..7.0 .......... 94 

4th pillar: Health and primary education 

Business impact of malaria ....... .......... ...................... .4.2 .. 108 


Business impact of tuberculosis ........ ..4.6 ..... ... 100 

Business impact of HIV/AIDS ............. .. . ..3.3 ... 107 

Infant mortal ity ' ...... ........ .... ....... .. .. .. 97.0 ........ 118 

Life expectancy" ... . .. .... .48.0 ....... 115 

Tuberculosis incidence< .365.1 ......... 107 

Malaria incidence" ...... .. ... 11.894.5 ........ 118 

HIV prevalence' ......... .4.2 ........ 113 

Primary enrollment' .... ..40.5 ........ 122 

5th pillar: Higher education and training 

Secondary enrollment' . .. ..... 12.1 ......... 123 

Tert.iary enrollment" ......... 1.0 ........ 118 

Quality of the educational system ............... .. .. ...... 2.5 ........ , 17 

Quality of math and science education ..... 3.7 .77 

Quality of management schools ......... ......... 3.8 ..... 75 


Loca l availability of research and training services ...... 3.3 .... ...... 92 


Extent of stall training. .. ....... 2.7 .....110 
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6th pillar: Market efficiency 

Agricultural policy costs . ..3.8 ......... 53 


Efficiency of legal framework ..... 3.2 ..... .... 87 


Extent and effect of taxation. ...... 3.4 .......... 58 


No. of procedures required to start a business' ....... ..8.0 .......... 36 


lime required to start a business·... .. ........ ............ 34.0 .... 64 


Intensity of local competition .... .4.3.. .. ...87 


Effectiveness of antitrust policy.. . .. ....... 3.9 .......... 57 


Imports ' ... ...... 23.5 ..... 115 


Prevalence of trade barriers ........ ... ...... .. ....... 5.2 ........ .. 31 


Prevalence of foreign ownership ... ..5.3 .......... 46 


Exports' ......... . ............ ............. ...... 106 ........ 125 


Hiring and firing practices .. .... .39 ....... ... 63 


Flexibili ty of wage determination ....... .4.6 .......... 95 


Cooperation in labor-employer relations ... ..4.7 .......... 60 


Reliance on professional management ... .4.2 ...74 


Pay and productivity .... ... 3.5 ........95 


Brain drain ..3.2 .......... 67 


Private sector employment of women ..... .47. ..... ... 61 


Financial market sophisticat ion .. .. ...... ....... .. .. ...... 2.6 ........ ..97 


Ease of access to loans ......... ......... .. . ...2.4 .. 103 


Venture capital availability ...... 2.3 ........ 114 


Soundness of banks ...... 6.1 ........... 35 


Local equity market access ...... .4.1 ........... 85 


7th pillar: Technological readiness 

Technological readiness. .. ...2.5 ........ 107 

Firm-level technology absorption .. .. .. .4.6.. ...73 

Laws relating to ICT.. .. ................. . .2.6 ........ 103 

FDI and technology transfer .......... ..... . ...5. 1 ........... 50 

Mobile telephone subscribers' ...... 4.3 ........ 119 

I nternet users' .. ... 0.5 ........ 121 

Personal computers' ..0.2 ........ 121 

8th pillar: Business sophistication 

Local supplier quantity ... 


Local supplier quality .. 


Production process sophistication 


Extent of marketing. 


Control of international distribution 


Willingness to delegate authority 


Nature of competitive advantage 


Value chain presence. 


.. ....... .4.3 .......... 88 


.. ......... 3.5 .......... 97 


.......... 2.7 ........ 107 


.. ........ 2.9 ........ 119 


.......... 3.7 ........ . 85 


..... ...2.5 ........ 124 


........... 3.0 .......... 85 


.. ... 2.7.. ...104 

9th pillar: Innovation 

Quality of scientific research institutions ......... 3.5 .......... 77 


Company spending on R&D ............... .. 3.3 ..... 55 


University-industry research collaboration ...... 2.9 ...... 75 


Gov't procurement of advanced tech products .4.0 .......... 39 


Availability of scientists and engineers ................ ....3.6 ........ 106 


Utility patents' .......... 0.0 .........80 


Intellectual property protection .......... 3.9 .........51 


Capacity for innovation .. .. .. 2.8 .......... 88 


* Hard! data 
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Foreign currency regulations ...... ......... .. ... ...................4.4 
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Global Competitiveness Index 2007.............127 .........2.6 


GCR 2005--{)6 (out of 117 economies) ....................n/a ....... ... n/a 


Basic requirements .................................................127 ..........2.7 


1st pillar: Institutions .............. ............................ .....115 ........ ..3.2 


2nd pillar: Infrastructure .. .. .....................................126 ..........1.7 


3rd pillar: Macroeconomy..... .......... ........................ 125 ..........2.5 


4th pillar: Health and primary education ..... ......... 123 .... ......3.5 


Efficiency enhancers......... ......................................127 ..........2.5 
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7th pillar: Technological readiness ............ .. ......... 128 ... .......2.0 
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9th pillar: Innovation .. .. ................................. ... .... .. .122 ...... .. .. 2.3 


Stage of development 

Transition Transition2 31-2 2-3 

Factor 
driven 

Efficiency 
driven 

Innovation 
driven 

Institutions 

Business 
sophistication 

Technological 

readiness 


Macro· 
economy 

Health and 
primary 

education 

Market efficiency Higher edu cation 
and training 

___ Burundi ...... Factor-driven economies 



Q.) 

'0Burundi '" 

c:: 
'" 
Q.) '" c:: 
OJThe Global Competitiveness Index in detail > 
~ 

INDICATOR SCORE RANK/128 

1st pillar: Institutions 

Property rights .. .......... 3.0 ........ 122 


Diversion of public funds. ... ....... 2.4 . ....... 117 


Public trust of politicians ........... 1.8 .......... 98 


Judicial independence .......... ...... ......... .. . ... ........ ........ 1.8, ....... 123 


Favoritism in decisions of government officials .......... 2.9 ..75 


Government spending. . . ..2.8.. .. .. 86 


Burden of government regulation .... 2.7 .........92 


Business costs of terrorism ..... ......... .. .. ........ 3.8 ....... 115 


Reliability of police services... .. ..... 3.2 ........ 100 


Business costs of crime and violence. .. ........ 3.4 .......... 93 


Organized crime.. . ................. .. .3.8 ...... .. 103 


Ethical behavior of firms........ ...... ... .. ....... 3.7 ..... ..... 95 


Efficacy of corporate boards .... . ................ .3.8 .... .. .. 114 


Protection of minority shareholders' interests .. .. ...3.7 .. .. ..98 


Strength of auditing and accounting standards .........3.2 ........ 123 


2nd pillar: Infrastructure 

Quality of overall infrastructure ......... 2.0 .. .... 120 

Quality of railroad infrastructure ... .. ....... 1.2 ........ 121 

Quality of port infrastructure .. .. 1.9 ........ 110 

Quality of air transport infrastructure ....... . 2.4 .. ..... 124 

Quality of electricity supply .. .. ..... . 1.8 ........ 123 

Telephone lines' . ....0.4.. ... 122 
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6th pillar: Market efficiency 

Agricultural policy costs .3.5 ...... .... 75 

Efficiency of legal framework. . ..... 2.5 ...... .. 117 

Extent and effect of taxation .... ......... 2.6. . ...... 100 

No. of procedures required to start a business' ...... 11 .0 .. ...82 

Time required to start a business' . . . .43.0. . .... 81 

Intensity of local competition ...... ...... 3.5 ........ 122 

Effectiveness of antitrust policy ............ 2.6 .. 121 

Imports' .... .. ... 25.8 ... ..... 112 

Prevalence of trade barriers ... .. ..... 3.5 ........ 117 

Prevalence of foreign ownership .. ..4.2 ........ 108 

Exports' .... ................ ........ ........ ........ . .. ........ .4.4 ........ 127 

Hiring and firing practices .. ..... .4.5 ....... ...34 

Flexibility of wage determination ..................... . ..5.8 .. .... 21 

Cooperation in labor-employer relations .. .. . .4.7.. .. ... 58 

Reliance on professional management.. ........... 3.6 ........ 106 

Pay and productivity .. . ..... .... 3.0 ..... ... 116 

Brain drain. ...2.3.. .. 111 

Private sector employment of women .... 5.1 ..... ...... 33 

Financial market sophistication .. .. ...... 2.2 .... ... 117 

Ease of access to loans .... ...... 1.8 ........ 125 

Venture capital availability ........... 1.9 ........ 125 

Soundness of banks . .4.8 ..... ..... 96 

Local equity market access .... ...... 2.2 ........ 122 

7th pillar: Technological readiness 

Technological readiness .............. .. .. ..... .. 1.6 .... .... 127 

Firm-level technology absorption .. .. 3.7 .110 

Laws relating to ICT .. ............ . ..2.0 ........ 125 

FDI and technology transfer .......... 3.3 ........ 128 

Mobile telephone subscribers' . . ...... .. 2.0 ........ 126 

I nternet users' .... ......... .. .............. 0.5 ...... . 119 


Personal computers' ... .. .... ... 0.5 ........ 114 


3rd pillar: Macroeconomy 

Government surplus/deficit' 


National savings rate' .. 


Inflation ' . 


Interest rate spread' .. 


Government debt' .. 


Real effective exchange rate· ... 


...... . -7.0 ........ 123 


.. .. 8.6 ........ 121 


.. .... 13.6 ...... .. 119 

.. .. .....n/a ...... ... n/a 

.. ... 199.3 ........ 113 

.. .... -23.9 .... ........ 7 

4th pillar: Health and primary education 

Business impact of malaria .. 


Business impact of tuberculosis 


Business impact of HIV/AIDS 


Infant mortality' ...... .... .................... .. 


Life expectancy' 


Tuberculosis incidence " 


Malaria incidence' 


HIV prevalence' 


Primary enrollment' .. 


.. ..... 3.5 ... ..... 118 

.... .47. .. ...99 

...... ....... 3.1 ......... 111 

..114.0 .125 

.. ....... .45.0 .... .... 121 

.......... 563.7 ........ 117 

.......... 26,993.9 ........ 126 

.6.0 ........ 117 

.. ... 57.0 .... . 118 

8th pillar: Business sophistication 

Local supplier quantity. 


Local supplier quality 


Production process sophistication 


Extent of marketing. 


Control of international distribution 


Willingness to delegate authority .. . 


Nature of competitive advantage .. . 


Value chain presence 


...3.9 .... .... 104 

.... .... 2.9 .. ...... 119 

.2.1.. ...... 125 

.. ...... 2.0 .... .... 126 

....... 3,0 .... .... 121 

.. ..2.7 ........ 112 

.. ...... 2.8.. ...98 

.... 2.9 .. , .... 96 

5th pillar: Higher education and training 

Secondary enrollment' ................................ .. ... .. 12.1 .. ... 122 


Tertiary enrollment' ........................... .... . _ .... _ ....... .... 2.0 ........ 115 


Quality of the educational system .2.7 ....... 107 
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Extent and effect of taxation . . .......... ... .. .. . 3.8 .. . ....37 

No. of procedures required to start a business ' .. ... .. 10.0 ....... ... 63 

Time required to start a business' 


Intensity of local competition .............. .. 


Effectiveness of antitrust policy 


Imports' .. 


Prevalence of trade barriers .. 


Prevalence of foreign ownership 


Exports" .. ....... '" .... .. . 


Hiring and fir ing practices. 


Flexibility of wage determination .. 


... .190..... ... .. 27 


. ...... . .4.7 .......... 68 


.... .... .. 3.5 .. .. .. 74 


... ..... 32 .6 .... ...... 87 


. ..... 3.7 ... .... . 107 


......... .4.7 . ......... 86 


..31.0 .. ........ 84 


. ... .. 3.1 ..... .. 100 


......... 6.1... ....... 7 


Cooperation in labor-employer relations ..... ..... .......... .4 .5 .......... 78 


Reliance on professional management 


Pay and productivity ....... ...... ...... . 


Brain drain .. . ......... ... .......... .. . . 


Private sector employment of women. 


Financial market sophistication 


Ease of access to loans ................ .. 


Venture capital availability. 


Soundness of banks .. 


Local equity market access 


7th pillar: Technological readiness 

Technological readiness. 


Firm-level technology absorption .. 


Laws relating to ICT .. . ..... ............. . 


FDI and technology transfer 


Mobile telephone subscribers" .. 


I nternet users' 


Personal, computers' 


8th pillar: Business sophistication 

Local supplier quantity ...... ..... ........... .. .. .. 


Local supplier quality .. 


Production process sophistication 


Extent of marketing ........ .......... .. 


Control of international distribution 


Willingness to delegate authority 


Nature of competitive advantage 


Value chain presence. 


...39 ... ....... 89 


. ....... .4.6 ..31 


. ...... ..2.3 ..... 113 


.... 5.0 .......... 38 


..... ... 3.6 .......... 77 


..... .... 2.8 ......... . 82 


. ....... . 2.8 ........ . 89 


..4 .8 ......... . 95 


....... . 5.2 ....... .. 55 


.... ..... 3 .7 ..... ..... 67 


...4.7 ..... ..... 60 


. .... ....3.1 ......81 


.. ..... 5.1 .. ........ 51 


.. 18.4 .... ...... 94 


... . 6.8 ........ .. 85 


... ..... 3.8 .. .87 


. ....... 5.1 ...35 


. ...... .4.4 .......... 56 


3.3 .......... 74 


. ..... 3.6 .90 

....... .4.5 ......... . 31 

........3.1 ....... ...89 

.............. 3.4 ... ... .. .. 62 


.4.0 .. ........ 44 


9th pillar: Innovation 

Quality of scientific research institutions .. .. ... ..... 3.2 ..... ..... 96 


Company spending on R&D . ... ......... .... .. . ... ..... 2.7 ... .. ..... 99 


University-industry research cOllaboration ... .......... .... . 2.6 .. ... .. 95 


Gov't procurement of advanced tech products . ... ...... 3.5 ..84 


Availability of scientists and engineers ................ ..... .4.9 .. ........ 40 


Utility patents' ............. ............... ............. .. . ...... 0.1 .... ....... 72 


Intellectual property protection ... ....3 .6 .. ........ 63 


Capacity for innovation ......... .......... ... . .. ...... . 2.9 .......... 84 


" Hard data 
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Ethiopiaa... 

'" 
Q) 

Q) 
<= 

Key indicators .£; 
a; 

Population (millions). 2006 ...................... ..... ...... ......79.3 

E 
a GOP (billions, current US$), 2006 .......... ............ ..... 13.3


U 

GOP (PPP US$) per capita, 2006 ..... .....................1,044 

N Sectoral value-added (as percentage of GOP), 2004 

Agriculture ............................... .................. .............47 

Industry ................. ..................................................10 

Services .................................................._..............44 

Human Development Indicator rank 

(out of 177 economies)' 2004 ... .. ........................... 170 

Source: UNFPA. IMF. EIU. UNDP 

Global Competitiveness Index 2007 
Overall 

rank Score 
lout of 1281 11-7) 

Global Competitiveness Index 2007.............123.........3.0 


GCR 2005-06 (out of 117 economies) .......... .......... 116 ..........2.9 


Basic requirements ................................................. 118 .......... 3.3 


1st pillar: Institutions ..................................................91 ..........3.6 


2nd pillar: Infrastructure ......................................... 105 ..........2.3 


3rd pillar: Macroeconomy .........................................98 ... .. .....4.0 


4th pillar: Health and primary education .............. 124 ..........3.4 


Efficiency enhancers ................ .. ............................. 123 .......... 2.7 


5th pillar: Higher education and training .............. 123 ..........2.4 


6th pillar: Market efficiency ....................................119 ..........3.4 


7th pillar: Technological readiness ....................... 123 .........2.3 


Innovation enhancers ...................................... ........119 .......... 2.7 


8th pillar: Business sophistication .............. ......... 123 ..........2.9 


9th pillar: Innovation ................................................117 ..........2.5 


GDP (PPP US$) per capita. 1980-2006 
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Stage of development 

Transition Transition2 31-2 2~ 

Factor Efficiency Innovation 
driven driven driven 

Institutions 

Business 
Macro·

sophistication 
economy 

Health andTechnological 
primaryreadiness 

education 

Market efficiency Higher education 
and training 

..... Ethiopia ..... Factor·driven economies 

The most problematic factors for doing business 

Access to financing ... .... ............................. . ......... 17.6 


Inadequate supply of infrastructure ....................... .. 15.0 


Inefficient government bureaucracy.... .. .... 12.6 


Policy instability............................................. ............ ...... 9.6 


Poor work ethic in national labor force ......... .. ..........7.4 


Corruption ............... ......................................................... 7.0 


Tax rates ............................... .. ...................................6.9 


Tax regulations ....................................... ....................... 6.0 


Inadequately educated workforce .......... ............ .. ......4.4 


Government instability/coups ...................................... .4.1 


Restrictive labor regulations... ................ .. .....3.0 


Foreign currency regulations .. .... ............ ...................... 2.9 


Inflation .......... ............. . ......... .... .... ...................... 2.3 


Crime and theft .... ......... . .. ........ ..................... 1.2 


1 

: -- . --o 10 15 20 25 

Percent of responses 

30 
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INDICATOR SCORE RANK/128 

1st pillar: Institutions 

Property rights ... .... ... 3.6 ........ 102 


Diversion of public funds .. .... ..3.5 ...69 


Public trust of politicians .... ..2.2.. ....73 


Judicial independence .... . ................. .. 2.2.. ...117 


Favoritism in decisions of government officials .. .. ...... 3.0 .......... 69 


Government spending .............. . 3.1 ........68 


Burden of government regulation . . .3.0 .......... 61 


Business costs of terrorism .. ............... .. .. ..... 5.2 .. .. 60 


Reliability of police services ........ .. .. .. ...... ...... .. ..... 4.2.. ..62 


Business costs of crime and violence ...... . .4.4 .........64 


Organized crime.. .. ........ ........ .. . . 5.0 ........59 


Ethical behavior of firms ......... ... ... . .. ... .... .. .. .... ..... . 3.4 ....... . 110 


Efficacy of corporate boards .. 4.5 .... .... ..69 


Protection of minority shareholders ' interests .......... .4.1 ........... 79 


Strength of auditing and accounting standards .......... 3.7 ........ 106 


2nd pillar: Infrastructure 

Quality of overall infrastructure ... ... .. .. 2.2 ........ 114 

Quality of railroad infrastructure .. .... 1.3 ........ 113 

Quality of port infrastructure ........ .......... . .. ..... 1.4 ... .... 124 

Quality of air transport infrastructure ..... 4.5 .......... 65 

Quality of electricity supply .. ... ...3.6 .... . ..... 87 

Telephone lines' .. . .... 0 .8 .. ... 115 

3rd pillar: Macroeconomy 

Government surplus/deficit' .......-4.9 .. ...... 109 

National savings rate' ................ .. . .......... 17.2 ..83 

Inflation' . ........ 6.8 .. ........ 83 

I nterest rate spread' ...... ..... ...... .. . ....... ... . 3.5.. ..32 

Government debt' . ..88 .7 .. ........ 97 

Real effective exchange rate' ...... .. ... .. -3 .5... . ... 51 

4th pillar: Health and primary education 

Business impact of malaria ...... .. .. .............. ..... _ .....3.5 ........ 118 


Business impact of tuberculosis .. . .... 3.4 .. .... .. 121 

Business impact of HIV/AIDS . .. .. 2.5 ........ 118 

Infant mortality' . .. .. ... 110.0 ... ... 124 

Life expectancy' . . ....... 50 .0 .. .. .. .. 112 

Tuberculosis incidence ' .. 533.2 .. .. .... 114 

Malaria incidence' . .. ...... 799.5 .. .. 106 

HIV prevalence' ...... .. ... .. .. . ..... 4.4 .... .... 114 

Primary enrollment' .. ....... .46.4 .. ...... 121 

5th pillar: Higher education and training 

Secondary enrollment ' .. ................ . .......... 27.8 ... ..... 114 

Tertiary enrollment " . .. .......... .... .. .. .......... .......... 2.0 .. ...... 115 

Quality of the educational system ...... 2.9 .. ........ 96 

Quality of math and science education.. .. ... .2.8 . .. .11 0 

Quality of management schools ...... .................. .... .. ...3.0 .. ...... 112 

Local availability of research and training services ..2.6 .. ...113 

Extent of staff training ............ .. .... .. .. ............ .......... 2.4 ..... ... 123 
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6th pillar: Market efficiency 

Agricultural policy costs. .. .. ........... .. .... .... 3.1 ..... .. .111 


Efficiency of legal framework ..2.6 .. ..... . 111 


Extent and effect of taxation ....... ..... 3.3 .......... 60 


No. of procedures requ ired to start a business' .... ..... 7.0.. .. ... 27 


1ime required to start a business' .. .. ...... ............ .. .. .. 16.0 ........ ..20 


Intensity of local competition .. .............. . .. .. .... 3.9 ........ 113 


Effectiveness of antitrust policy ...... ..3.0 ......... . 99 


Imports' ......... ................ .... . .. .... 40.2 ......... 68 


Prevalence of trade barriers .. .. ............ .. ..... .. ..... 4.2 ........ ..72 


Prevalence of foreign ownership ..... ...3.9 ........ 116 


Exports' . .... .. 18.6 ........ 116 


Hiring and firing practices ...... ............. .. ... ..... .. . 3.7 ...... ...74 


Flexibility of wage determination . .. .... . ..5.5 ... ..55 


Cooperation in labor-employer relations . ...3.8.. .. .113 


Reliance on professional management ...3.6 ....... 105 


Pay and p roductivity ... . .......... .. .. . ...2.8 ........ 121 


Brain drain.......... .. .. .... ..... .. .. .................... .... . .. ....2.1 ......... 120 


Private sector employment of women ... ..... .. .4.4 .......... 90 


Financial market soph istication .... .. .. 2.1 .. .. .. . 123 


Ease of access to loans .. . 1.9 ... ..... 121 


Venture capital availability ........ 2.0 ........ 124 


Soundness of banks ..... ....... .4.8 ....... . 103 


Local equity market access .... 2.6 ....... 116 


7th pillar: Technological readiness 

Technological readiness ........... ........... . . .. ......2.1 .. ...... 124 

Firm-level technology absorption . . .... 3.3 .124 

Laws relating to ICT.. .. ................ . .. .. ..... 2.4 ........ q11 

FDI and technology transfer .. .. .... . 5.0... ..60 

Mobile telephone subscribers * .. ...0.5 .... 128 

Internet users' ...... ................... .... .. . . ....0.2 ........ 127 

Personal computers" ......... .. .. .. .. . .... ... 0.3 ... ..... 119 

8th pillar: Business sophistication 

Local supplier quantity. 


Local supplier quality .. 


Production process sophistication 


Extent of marketing .. .............. . 


Control of international distribution .. 


Willingness to delegate authority .. 


Nature of competitive advantage 


Value chain presence ............. ............. .. .. 


...... . 3.6 ... ..... 118 

.. ... .. 2.8 . .. 125 

.... ....2.0 ........ 126 

.... . 2.6 ........ 123 


. ... ...3.9 .........70 


. ...... 2.6 . .... ... 118 


. ....... 2.5 ........ 120 


.. ..... 2.4 ........ 116 


9th pillar: Innovation 

Quality of scientific research institutions ....... 3.7 .......... 69 


Company spending on R&D. . ....... 2.2 ........ 121 


University·industry research collaboration .. ................ 2.2 ....... 114 


Gov't procurement of advanced tech products .......... 3.1 ......... 111 


Availability of scientists and engineers. .. .......... 3.0.. .. 120 

Utility patents'. .. ...0.0 .......... 80 

Intellectual property protection. .2.5. ..112 

Capacity for innovation .. . 2.4 ........ 119 

, Hard data 
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.::: Key indicators-a; 
Cl. Population (millions), 2006 ..................................... .. .1.6 

E 
a GOP (billions, current US$), 2006 .............................0.5


U 

GOP (PPP US$) per capita, 2006 ..........................2,136 

Sectoral value-added (as percentage of GOP), 2004 

Agriculture ..............................................................32 

Industry ......................................................... .......... 14 

Services ..................................................................54 

Human Development Indicator rank 

(out of 177 economies), 2004 ....................... ... ...... 155 

Source: UNFPA. IMF, EIU. UNDP 

GOP (PPP US$) per capita, 1980-2006 
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Global Competitiveness Index 2007 
Overall 

ran~ Score 
(out of 128) (1-7) 

Global Competitiveness Index 2007.............104.........3.5 


GCR 2005-06 (out of 117 economies) ....................109 ..........3.3 


Basic requirements .................................................105 ..........3.8 


1st pillar: Institutions............................................ ......57 .. .... ... .4.1 

2nd pillar: Infrastructure .................____ ._...................97 ..........2.6 


3rd pillar: Macroeconomy......................................108 ..........3.8 


4th pillar: Health and primary education .............. ll0 ..........4.8 


Efficiency enhancers...............................................103 ........ ..3.1 


5th pillar: Higher education and training ..............109 ..........2.8 


6th pillar: Market efficiency......................................88 ..........3.8 


7th pillar: Technological readiness .........................94 ....... ... 2.7 


Innovation enhancers..............................................115 ..........2.9 


8th pillar: Business sophistication .......................109 ..........3.3 


9th pillar: Innovation ................................................118 ... .......2.5 


Stage of development 

Transition Transition2 31-2 2-3 

Factor Efficiency Innovation 
driven driven driven 

Institutions 

Business 
sophistication 

Technological 

readiness 


Macro
economy 

Health and 
primary 

education 

Market efficiency Higher education 
and training 

... Gambia ... Factor-driven economies 

The most problematic factors for doing business 

Access to financing .....................................................22.1 


Inadequate supply of infrastructure .........................13.6 


Inadequately educated workforce ............................10.3 


Tax rates .......................................................... ...........9.9 


Poor work ethic in national labor force .......... ...........8.0 


Inflation ...........................................................................7.1 


Inefficient government bureaucracy .............. .............5.3 


Foreign currency regulations .......................................5.3 


Tax regulations ... ........................................ .................. ...4.8 


Corruption .......................................................................3.6 


Crime and theft ...............................................................3.2 


Government instability/coups .............. .........2.6 


Policy instability........................................ .... ... .... .......... ..2.4 ... 

Restrictive labor regulations ...... .............1.7 


--o 10 15 20 25 30 

Percent of responses 
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N 

1st pillar: Institutions 6th pillar: Market efficiency 

Property rights ...................... . ....... .4.0 .........80 Agricultural policy costs . ... .... .4.1 .........31 

Diversion of public funds ........... .... .. .. .. ........ 3.7.. .. ... 58 Efficiency of legal framework . .3.5 .......... 71 

Public trust of politicians .. ..3.0 ......... .40 Extent and effect of taxation . ........ 3.6 ......... .45 

Judicial independence .. ............ ..3.8 .......... 63 No. of procedures requ ired to start a business' ......... 8.0.. ...36 

Favoritism in decisions of government officials ......... 3.4 .... .41 Time required to start a business" .. 27.0 ......... .46 

Government spending. ........ ...... ... . .......... 3.5 ......... .44 'IntenSity of local competition .. .. ..... .4.3 .... ......91 

Burden of government regulation ....... 3.8 .......... 19 Effectiveness of antitrust policy .. ......... 3.0 ....... 102 

Business costs of terrorism .......... .... ..... . .. .... .5.8 .......... 18 Imports" ...... ........... . .. .. .48.6 ..........52 

Reliability of police services.. .. ...... ........ ..... ..... 3.8 .......... 74 Prevalence of trade barriers .. ..... .4.8 ........ .48 

Business costs of crime and violence .......... ............. .4.8 ..........53 Prevalence of foreign ownership ........ 5.6 .......... 30 

Organized crime ....... ............ ...... 5.7 .........35 Exports " ............ ................. .. .. ...39.4 .......... 67 

Ethical behavior of firms ....... 4.2 .......... 63 Hiring and firing practices .................... .. ...4.5 .......... 29 

Efficacy of corporate boards ...... 4.3 .......... 81 Flexibility of wage determination ...... .... ...... . ........ 5.4 .... .. ....57 

Protection of minority shareholders ' interests .......... .4.8 .. .43 Cooperation in labor-employer relations .......50 .......... 33 

Strength of auditing and accounting standards .......... .4.1 .........84 Reliance on professional management ....... .4.7 .......... 50 

Pay and productivity .............. ... ... ............... .. . ...... 3.2 ........ 108 

2nd pillar: Infrastructure 

Quality of overall infrastructure 

Quality of railroad infrastructure 

..... 3.0 .......... 75 

...... 1.3 ........ 116 

Brain drain ............... .. ............ ....................... . .. ....... 2.5 ........ 100 

Private sector employment of women .......... .... .... ... 5.5 ......... 12 

Financial market sophistication ..................... ..... .. ....... 2.4 ........ 110 

Ease of access to loans ....... 3.0 .......... 69 
Quality of port infrastructure .. 

Quality of air transport infrastructure .. 

Quality of electricity supply ................... .. . . 

Telephone lines' .......................... 

....... 3.9 .......... 52 

.. .... 3.9 .........79 

.. .... 2.4 ........ 114 

.. ... . 2.9.. ... 105 

Venture capital availability. 

Soundness of banks ................ ... . 

Local equity market access .. 

.. .. 2.5 . ... 105 

. ..... 5.6 ........55 

...... 3.4 ........ 106 
143 

3rd pillar: Macroeconomy 

Government surplus/deficit" 

National savings rate" .. 

Inflation' . 

......-6.1. ..121 

.... 10.9 ..... ... 114 

. .... .4.3 .......... 67 

7th pillar: Technological readiness 

Technological readiness 

Firm-level technology absorption 

Laws relating to ICT ................... ........... . .. 

FDI and technology transfer 

..... 3.2 .......... 84 

..... .4.3. .. ...93 

.. .... 2.7 ........ 101 

.......... . .4.9 .. ........ 71 
I nterest rate spread' 

Government debt' . 

.... 2.8 .......... 20 

. ...... 168.5 ........ 110 
Mobile telephone subscribers" 

Internet users' ........... ...... .. 

.. 16.3 .......... 96 

.. .......... 3.4 ...... 104 
Real effective exchange rate' ....-37.2 ...... .... .4 Personal computers' ........ ...... ... ...... 1.6 .......... 97 

4th pillar: Health and primary education 8th pillar: Business sophistication 
Business impact of malaria 

Business impact of tuberculosis 

Business impact of HIV/AIDS 

Infant mortality" .. 

...... 3.6 .. . ..... 117 

...... 4.3 ........ 106 

...... 3.9 .......... 99 

....89.0 ........ 115 

Local supplier quantity .............. ....... .. .. 

Local supplier quality .. 

Production process sophistication .. 

Extent of marketing 

. ..... 3.9 ........ 106 

...3.3 ........ 106 

.. .... 2.5 ...... 118 

...... 3.2 ...... 105 
Life expectancy' ............ ...... .. .. .. ...... 57.0 ....... 106 Control of international distribution ...... 3.8 .......... 79 
Tuberculosis incidence" .. 

Malaria incidence" . 

HIV prevalence" ................... .. . 

Primary enrollment" 

.. .. .... 328.7 ... 105 

..17,340.0 ....... 121 

... 1.2 ........ ..97 

....... 75.2 ........ 109 

Willingness to delegate authority ... 

Nature of competitive advantage 

Value chain presence. 

...... 3.2 .......... 84 

...... 2.9 

.2.3 

...... 92 

.119 

5th pillar: Higher education and training 

Secondary enrollment" . 

Tertiary enrollment" . 

Quality of the educational system. 

Quality of math and science education ...... 

.46.9........ 104 

.... 1.0 ........ 118 

. ....... ..3.7 ....... ... 56 

. ......... 2.9 .. 107 

9th pillar: Innovation 

Quality of scientific research institutions 

Company spending on R&D ...... ................... .. 

...3.1 ......... 102 

..2.2 ........ 123 

University-industry research collaboration ................... 1.8. .. .. 125 

Gov't procurement of advanced tech products ........... 3.6 .......... 79 

Availability of scientists and engineers ....................... 2.9.. ..124 
Quality of management schools .................. 3.3.. ..1 01 Utility patents'.. ................... . ..... 0.0 .......... 80 
Local availability of research and tra ining services ...... 2.6 ........ 115 Intellectual property protection .. ..2.8.... ..... 98 
Extent of staff training .... .................. .. . ................ 3.1 ...... ....90 Capacity for innovation ... .. .... 2.5 ........ 109 

• Hard data 
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Corru ption ... ... .... ............ ....... ..................... ..... .. ............. .17.3 

I~adequate supply of infrastructure ........... .. .... .. ...... 16.6 

Access to financing .. .. ......................14.6 

Tax rates ................... .. .... .... .. ...... .. ........ ...... 11.7 

Inefficient government bureaucracy ......................... l0.6 

Crime and theft ........ ....... ... ........ .. .... .. .. .. ...... .... .. .. ...........8.3 

Inflation .................................... .. .... ... .... .. ..... ... .... ....... .. ....5.3 

Tax regulations ................................. .... ... .. ......... .. ... .. .... ..5.1 

Policy instability..................................... .. ........2.6 

Poor work ethic in national labor force .. ..............2.0 

Government instability/coups .. .......... ...... .. ... .... .......... .1.6 •Inadequately educated workforce .. ......... .. ... .. ............ 1.5 

Foreign currency regulations ........................................ l .5 

Restrictive labor regulations .......... .... .. ......................... l .2 ••o 5 10 15 20 25 30 

Percent of responses 
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The most problematic factors for doing business 

Global Competitiveness Index 2007 
Overall 

rank Score 
lout of 128) 1l- 7) 

Global Competitiveness Index 2007...............97 .........3.6 


GCR 2005-06 (out of 1,17 economies) ... .. .................93 ..........3.5 


Basic requirements .................................................109 ..........3.7 


1st pillar: Institutions...................... ....................... .. ...92 .... ......3.5 


2nd pillar: Infrastructure .... .. .... .. .. ... .. ........................89 ..........2.8 


3rd pillar: Macroeconomy.................................... ...102 ..........3.9 


4th pillar: Health and primary education ......... ..... 113 ..........4.6 


Efficiency enhancers............................... ..................83 ..........3.5 


5th pillar: Higher education and training ................90 ..........3.4 


6th pillar: Market efficiency.... ..... .. ...........................73 ......... .4.1 


7th pillar: Technological readiness .................... ... .. 83 ..........2.9 


Innovation enhancers............................... .... .............59 ..........3.7 


8th pillar: Business sophistication .. .. .... ..... ....... .. ...68 ..........4.0 


9th pillar: Innovation .. ... ...... ..... ........... .. ............... ......48 ..........3.4 


Stage of development 

Transition Transition2 31-2 2-3 

Factor Efficiency Innovation 
driven driven driven 

Institutions 

Business 
sophistication 

Technological 

readiness 


Macro
economy 

Health and 
primary 

education 

Market efficiency Higher education 
and training 

... Kenya ... Factor-driven economies 

Q) 

Q) 

> Key indicators 

Q. 
Q) 

Population (millions). 2006 ....... ............ ......... .. ... .. ....35.1 

E 
o GOP (billions, current US$). 2006 ................ ...........23.2
u 

GOP (pPP US$1 per capita, 2006 ..........................1,341 


Sectoral value-added (as percentage of GOP), 2004 

Agriculture ............................. ............................... ..25 

Industry .................. ............. ............................ .. ......16 

Services ...... .. ................... .. ... ....................... ... .. ... .. .53 

Human Development Indicator rank 

(out of 177 economies). 2004 .. ................. .. .. 152 

Source: UNFPA. IMF, EIU, UNDP 

GDP (PPP US$) per capita. 1980-2006 
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INDICATOR SCORE RANKI128 

1st pillar: Institutions 

Property rights .......... ... ............ .. .. .. ... ...3.9 .... ... ...84 


Diversion of public funds . . ....... 2.3 ........ 119 


Public trust of politicians ....... 1 .8 .. 102 


Judicial independence...... . . .... ....... ..... ...... ... .. 3.0 .......... 89 


Favoritism in decisions of government officials ....... ...2.5 ..... ... 103 


Government spending . .... .. .. 2.4 ....... 116 


Burden of government regulation ........ 2.7 ........ .. 85 


Business costs of terrorism ..... ............. .... .. 3.6 ...... .. 121 


Reliability of police services .... ........... .. .. . .... ...3.3 .... ..... 94 


Business costs of crime and violence .... 2.5 ....... . 118 


Organized crime .. ... .. ....3.5.. . .111 


Ethical behavior of firms ...... .......... . . ........ 3.8 .... ...... 91 


Efficacy of corporate boards.. . . .4.8 .... ..... .41 


Protection of minority shareholders' interests ..... .4.3.. ..... 67 


Strength of auditing and accounting standards ... ..... .4.7 ....... 66 


2nd pillar: Infrastructure 

Quality of overall infrastructure .. ....2.3 .108 

Quality of railroad infrastructure ......... 1.9 ......... 79 

Quality of port infrastructure .. ...3.2 .......... 75 

Quality of air transport infrastructure ........ 5.0 .... 51 
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6th pillar: Market efficiency 

Agricultural policy costs ... . ...... ... . 3.5 ... ..... .. 77 

Efficiency of legal framework .... .. 3.0 ...... .... 96 

Extent and effect of taxation ..... ... .. .. ... ........... .. ... .... 2.5 ...... .. 110 

No. of procedures required to start a business' .... .. .13.0 .......... 99 

Time required to start a business" . . . .. 54.0 .... .. ....98 

Intensity of local competition .. ... .... .. ...... ..... . . .... ..... 5.1 .... ....47 

Effectiveness of antitrust policy. ...... .. .4.0 ... 54 

Imports ' .. ................ . ..... .. .40.6... ....... 67 

Prevalence of trade barriers . '" ........... .. .. .. . .. ...... 3.5 .. ...... 116 

Prevalence of foreign ownersh ip ... ... 5.2 .... .... .. 61 

Exports" ....... 31.1 ..... 83 

Hiring and firing practices .... . ........ 4.5 ..... 30 

Flexibility of wage determination .. ... .. 53 .. ........ 63 

Cooperation in labor-employer relations . . ..... .4.1 .. ...... 101 

Reliance on professional management ...... .4.6 .......... 58 

Pay and productivity ............. ........... 3.2 ....... . 107 

Brain drain ......... 2.2 .... 116 

Private sector employment of women .. .... .4.9 ... . . .45 

Financial market sophistication ...... ...... ... .... .... ... .. .. .. .. 3.8 .69 

Ease of access to loans ....3.4.. . .. .58 

Venture capital availability ....3.1 ..... 68 

Soundness of banks .... .......... .. .. 

Local equity market access .. 

... 5.3 

.. .5.5... 

... 74 
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7th pillar: Technological readiness 

Technological readiness .. .3 .2 ......... 83 

Firm-level technology absorption ..... ... .4.8 .......... 54 

Laws relating to ICT ....... 3.2 ...... ....76 

FDI and technology transfer ...... .......... .. . . . .5.4. ... .29 

Mobile telephone subscribers' ... .. ... ........ .. .. ... ..... .... 13.5 ...... 102 


Internet users" ........... ......... . ....... ..3.2 ..... ... 106 


Personal computers' ............ ... 1.4 ... ..... 101 


8th pillar: Business sophistication 

Local supplier quantity ... ....... ............ . ... ..... 5.0 ... ..... ..46 

Local supplier qual ity .. ...4.2 .. ........67 

Production process sophistication ... 2.7 .. .. ... .111 
Extent of marketing .... .... 4.3 .. ... 64 

Control of international distribution ...... . 3.7 .......... 87 

Willingness to delegate authority ........ 3.3 ... ..... .. 77 

Nature of competitive advantage ... .. ..3.4 .. ........ 58 

Value chain presence. . ....... 3.5 . . .... 65 

9th pillar: Innovation 

Quality of scientific research institutions . .. ... ..4.5.. ....31 

Company spending on R&D. ....3.8 .. ... .....34 

University-industry research collaboration ...3.3 ... 50 

Gov't procurement of advanced tech products ........... 3.9 ...... .46 

Availability of scientists and engineers ... .4 .6.. .... 57 

Utility patents' ................. . ....... 0.3 .60 
Local availability of research and training services ... ..4 .2 .... .....50 Intellectual property protection. .. ...... 3.0 .......... 86 

Extent of staff training ...... ................. ...... 3.7 .. . .. .... 57 
 Capacity for innovation .. ...3.3... ...52 

3rd pillar: Macroeconomy 

Government surplus/deficit" 


National savings rate' .... . 


Inflation" 


Interest rate spread' .... . 


Government debt" ... . 


Real effective exchange rate' 


...-1.8 ..........66 


. .... 10.8 ... 115 

..... 10.3 ........ 109 


........ 7.8 .... 85 

.... ... 46.9.. ..54 

...... 13.7 ........ 108 

4th pillar: Health and primary education 

Business impact of malaria ........ .............. .. ........ ...... . 3.9 ....... . 115 


Business impact of tuberculosis ..... .. 3.9 ....... . 114 

Business impact of f-jIV/AIDS ..... ... 2.9 ........ 114 

Infant mortality' ... . . ... .. 78 .0 ........ 108 

Life expectancy' ....... ......... .. ..... .... 51 .0 ........ 111 

Tuberculosis incidence" ....... 888.4 ....... . 128 

Malaria incidence' . ........ 389.3 ..... ... 104 

HIV prevalence' ........ .... 6.7 .... .... 118 

Primary enrollment' .. . .... .... 76.4 ........ 108 

5th pillar: Higher education and training 

Secondary enrollment '. .48.0 .. ..... . 102 

Tertiary enrollment' ......... ......... .. . .... 3.0 .. .... .. 107 

Quality of the educational system .. .... ... .4.2 .......... 37 

Quality of math and science education .. ..... .. 3.5 .... .... 83 

Quality of management schools .. ' ..3.9 .... 73 

, Hard data 
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1st pillar: Institutions 

Property rights ...................... ..... .. ...... 3.4 .. ... 114 

Diversion of public funds ......3.1 .. . 88 

Public trust of politicians ...2.2 ....... ... 79 

Judicial independence .............. .................... .............. .4 .0 ...... .. .. 56 

Favoritism in decisions of government officials ...... .. .. 2.9.. ... 77 

Government spending .......... ................. ........ ... 3.0 ...... .... 74 

Burden of government regulation .... .. . ...... ....2.5 ... ... .. 106 

Business costs of terrorism .... .... .... ....... .... ..... . 5.2 .. .... ....62 

Reliability of police services.. ..3.2.. . ... 98 

Business costs of crime and violence .. .... ... ... ... ... ...... 3.0 ...... .. 105 

Organized crime .. ..... .4.5 . ... ... .. 75 

Ethical behavior of firms . . 3.7 .. ..... . 100 

Efficacy of corporate boards .. . .. .4.2 .. ..... .. . 90 

Protection of minority shareholders' interests.. ... ....4.1 ........ .. 72 

Strength of auditing and accounting standards ....... .. ..4 .0 .... ... .. 90 

2nd pillar: Infrastructure 

Ouality of overall infrastructure .. .. 2.2 ........ 115 

Quality of railroad infrastructure .... .. 1.4 ........ 105 

Quality of port infrastructure .. 1.9 ... 112 

Quality of air transport infrastructure .. ..... . 2.2 ... ..... 126 

Quality of electricity supply. . . ......... ..... .. . .... .. 3.2 ..... ... 98 

Telephone lines' .. ... ..... ...... ........ . . . ..... 2.7 ........ 107 

3rd pillar: Macroeconomy 

Government surplus/deficit' .. ... 2.0 ...... ... .23 

National savings rate' ......... 20.9 ..... .....60 

Inflation ' ........... 3.7 .. ........ 59 

Interest rate spread' .. .......... .7.8 .. 84 

Government debt' ..... . 62.8 ... ....... 75 

Real effective exchange rate' ..... .... 23.6 ..... ... 122 

4th pillar: Health and primary education 

Business impact of malaria .......... .. ...... . ... 6.4 ... ...... . 44 


Business impact of tuberculosis ... .... ...... .. .... . . . ..... 2.5 ... .. ... 128 


Business impact of HIV/AIDS ........ .... ... . . .... ...... 1.8 ... .... . 128 

Infant mortality' .. 55 .0 ........ ..98 

Life expectancy' .. . ...... .4 1. 0 ........ 123 

Tuberculosis incidence' . .... ... 544.0 ..... ... 115 

Malaria incidence' ........ ....... ...... . .... .. .... . 0.0 ...... ... 1 

HIV prevalence' .. ... ..... ..... ...... . . .... .. 28.9 ........ 1,27 

Primary enrollment"> ... ..... . 85.9 .......... 97 

5th pillar: Higher education and training 

Secondary enrollment' ....... .. ..... ........ ..... . . ....... 36.4 ... ... .. 109 

Tertiary enrollment' ...... .. ......... .... . . . .... ..3.0 ........ 107 

Qual ity of the educational system ... . .... ... ...3.1 .... .. ..... 86 

Quality of math and science education ........ 2.7 ........ 115 

Quality of management schools. . ...... 2.5 ........ 123 

Local availability of research and training services . .... 2.5 ........ 120 


Extent of staff training ..... .... ..... ... ... ... .. ...... ...... .. ... .3.1 . ......... 94 
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6th pillar: Market efficiency 

Agricultural policy costs ................ .. .. . .3.1 .. .. 112 

Efficiency of legal framework ........ 3.8 .......... 59 

Extent and effect of taxation .............. ................. .... .. ..3.1 ...........72 

No. of procedures required to start a business' ... ..... . 8.0 .......... 36 

Time required to start a business' . . ............... .... 73 .0 ..... ... 105 

Intensity of local competition ................ ..... ...... ........ .4.3 ......... . 94 

Effectiveness of antitrust policy ....... . . ... ... ..2.6 ........ 124 

Imports' ..... ..... ........ ... . ...... 79.3. . ..... 14 

Prevalence of trade barriers ...... . ... .. .. .4.1. ...84 

Prevalence of foreign ownership .. . 5.2 ......... 53 

Exports' ... ... .... ......... . .42.4 ..58 

Hiring and firing practices ..... ....3.7.... . .. 78 

Flexibility of wage determination .. ' ......... ..... ...... ...... ..3.6... .. 114 

Cooperation in labor-employer relations. .... .. .4 .6 .......... 68 

Reliance on professional management.. .... .4.5 ..... 59 

Pay and productivity .. ... . . ... .. . 3.0 ..... 118 

Brain drain ... ... ... . 1.6 .. ... .. . 127 

Private sector employment of women '" .... 5.4 18 

Financial market sophistication . .2.2 .....120 

Ease of access to loans .... ...2.5 .. . 96 

Venture capital availability. . ... .. 2.2. . .. 119 

Soundness of banks ...... . ... . ..5.5 .......... 68 

Local equity market access .. ..2.5 .. ...... 117 

7th pillar: Technological readiness 

Technological readiness ... . ...... 2.3 ... .. ... 114 

Firm-level technology absorption ....... 3.5 .... ... . 117 

Laws relating to ICT ... .... 2.5 .109 

FDI and technology transfer .4.1 .... . 116 

Mobile telephone subscribers' . . ..... 13.7. .. 101 

Internet users' ........ . .. ... .. ... 2.4 .. .... .. 108 

Personal computers' .... .... n/a ... n/a 

8th pillar: Business sophistication 

Local supplier quantity 


Local supplier quality 


Product ion process sophistication 

Extent of marketing ....... .. .......... . 


Control of international distribution ..... 


Willingness to delegate author ity .... .. .. .. .... .. 


Nature of competitive advantage .. 


Value chain presence . ...... .................. . 


...... 2.9 .... .... 127 

... ... 2.8 ....... . 124 

.... .. 2.4 ..... .. .. 122 
... 2.9 ..... ... 120 

. .... 2.6. ... 126 

.2.9 ........ 102 

... . 2.7 .. 106 

. .. 2.9 .......... 93 

9th pillar: Innovation 

Quality of scientific research institutions .... .. .... 2.8 ........ 115 


Company spending on R&D . .. .... 2.2 .. .... ... 124 


University-industry research collaboration.. . .. .... .. ..... 2.0 ........ 122 


Gov't procurement of advanced tech products .3.0 ........ 115 

Availability of scientists and engineers. .. ..... 3.0 ........ 119 

Ut·ility patents·... .. .... 0.0.. .. .. . 80 

Intellectual property protection ...... 2.5 .111 

Capacity for innovation ..2.4 ........ 118 

* Hard data 
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1st pillar: Institutions 

Property rights .... .. ...... 3.7 .. .. ...96 


Diversion of public funds ........ .4.7 ...... 37 


Public trust of politicians ... ..... .2 .1 ........... 80 


Judicial independence .. .. .4.2 ..50 
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Efficacy of corporate boards .. .............. 3.0 .... .... 127 
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Qual ity of overall infrastructure ........ 2.2 ........ 109 
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Quality of air transport infrastructure.. .. .. .2.9 ........ 113 
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3rd pillar: Macroeconomy 
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6th pillar: Market efficiency 

Agricultural policy costs .. ...... ....... .. . . .. .. ...... 3.2 .... 106 

Efficiency of legal framework . ......... .4.1. ...50 

Extent and effect of taxation . ... .. ......... ...3.1 .... ..... .. 70 

No. of procedures required to start a business'. .. .n/a ........ n/a 

Time requ ired to start a business ' .. 


Intensity of local competition .... . ....... . . 


Effectiveness of antitrust policy 


Imports" .. 


Prevalence of trade barriers .... ........ ... . . 


Prevalence of foreign ownership .. 


Exports' . 


Hiring and firing practices ........... .. .. .. .. . 


.. .. .n/a .. .......n/a 


. .... .....3.7 ..... 118 


..... 3.5 .......... 77 


. .... ..34 .4 ....... ...81 


.. .. .4.2 ..... .. ... 75 


......... . 3.2 ..... ... 126 


.. .... . .47.4 ... ...... .47 


..2.4. . ... 126 


Flexibility of wage determination .. ........ ..... .... ... ....... 4.6 .........94 


Cooperation in labor-employer relat ions ...... .4.9 ... ...... .4 7 

Reliance on professional management .. ......... 3.2 ........ 122 

Pay and productivity.. .. .............. .. . .. .. ..... 2.8 ...... .. 122 

Brain drain. .. ...... . 2.6 .... ..... . 91 

Private sector employment of women .. .. 4.7 .......... 56 

Financial market sophistication .. .. ......... .. ..... .... .... 1.9 .. ..... 126 


Ease of access to loans .. 

Venture capital availability .. 

Soundness of banks ...... .... .. ..... . 

Local equity market access. 

7th pillar: Technological readiness 

Technological readiness . 


Firm-level technology absorption .. . 


Laws relating to ICT ...... ........ .... .. 


FDI and technology transfer .. .... ..... .... .. ..... .. . 


Mobile telephone subscribers ' 


Internet users ' .. .. 


Personal computers' . 


4th pillar: Health and primary education 

Business impact of malaria ...... ........... .. ...... . 


Business impact of tuberculosis 

Business impact of HIV/AIDS 

Infant mortality' .... ........ .. .. 


Life expectancy' .. 

Tuberculosis incidence" 

Malaria incidence' . ...... ........ . .. 


HIV prevalence " 

Primary enrollment" 

.. ... .. 5.9 .... .... .. 74 


..5.5 .. 83 


.......... .. .4.6 .. .... .... 82 


.. ...... .. 15.0.. ........ 58 


. .. ... 72.0.. ... .54 


.20.0 ......... . 34 


.. .... 0 .2 ........ .. 62 


....... 0.0.. ..27 


.........87.0 ..... ..... 89 
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1st pillar: Institutions 

Property rights ...... ... ...... .. ... ...... 3.7 .. . .... 95 


Diversion of public funds. . ..... .. . 3.2 ... ....... 85 


Public trust of politicians .2.5.. .... 58 


Judicial independence .. ...... .. ....... ... .. .. ......... 3.8 .......... 60 


Favoritism in decisions of government officials .......... 3.6 . ......... 36 


Government spending. . ....... .... ........... 2.5 .... 108 


Burden of government regulation .. ...... .4.6 ..... .... ... 6 


Business costs of terrorism ... ... ....... .. .. . ...... ..5.4 .40 


Reliability of police services ........ ......... . .... .4.2 ......... . 63 


Business costs of crime and violence ....... .4.5.. ... 61 


Organized crime .... . . ......... 4.9 .. ...... ..63 


Ethical behavior of firms ..... . .... .4.0.... ..73 


Efficacy of corporate boards ...... ............. . .4.2 ... ... .... 92 


Protection of minority shareholders' interests ...... .4.2 .... ... 68 


Strength of auditing and accounting standards . .... .. 3.3 ...... .. 119 
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Quality of overall infrastructure .. . ...... 1.7 ... .. ... 126 

Quality of railroad infrastructure .. . ..... 1.8 ... .......81 
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Quality of air transport infrastructure .2.5 ........ 121 
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National savings rate" ..... ........... ... .. . ..... 10.0 ........ 119 

Inflation' . .... ... 12.1 ........ 114 
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INDICATOR SCORE RANK!128 

1st pillar: Institutions 

Property rights .. . ....... .. 5.6 .......... 29 


Diversion of public funds ........ .4.0 .... ..... . 47 


Public trust of politicians ........ . 2.4 .......... 59 


Judicial independence .. . . ... ................... ... ............ ... . 4.7 ......... .43 


Favoritism in decisions of government officials .... .. ... . 3.0 ...... ... 60 


Government spending .......... ...... ... . ............... . 3.4 .......... 53 


Burden of government regulation .. .......... 2.3 ....... 118 


Business costs of terrorism ....... .. 5.9 .. ..... .. 15 


Reliability of police services .... ..... ... ........ .. . . .... .... .4.3 .......... 58 


Business costs of crime and violence ....... ... ....... .. . .4.7 .......... 55 


Organized crime .. ..................... .. . .... 5.7 .......... 31 


Ethical behavior of firms ........ ....... .. .. .. .4.3 .......... 56 


Efficacy of corporate boards .. ................... .. ... 4.9 ... .. ..... 37 


Protection of minority shareholders' interests ........... .4.9 .37 


Strength of auditing and accounting standards. ... 5.4 ...... ...34 


2nd pillar: Infrastructure 

Quality of overall infrastructure . .. ..... .4.5.. .. . .44 

Quality of railroad infrastructure . ..1 .6 ..... .. ... 89 

Quality of port infrastructure .. . ....... .4.8 .33 

Quality of air transport infrastructure .. .. ...... 5.3 .........38 

Quality of electricity supply .. . . .... 5.6 .......... 37 

Telephone lines" . ..28.8 .......... 43 

3rd pillar: Macroeconomy 

Government surplus/deficit" ........ .... ... .. .. ......-5.0 ...... .. 110 


National savings rate" .. ... .20.6 ....... ...63 


Inflation" ................ .. .. ... .... .. ......5.6 .......... 76 


Interest rate spread" ... .. .... 13.8 .. ...... 113 


Government debt" .....58.6 .......... 72 


Real effective exchange rate' .........-8.8 .. .27 


4th pillar: Health and primary education 

Business impact of malaria ........ ........ . . ....... 6.1 .... .. ..... 63 

Business impact of tuberculosis . . ...... 6.4 ... ...28 

Business impact of HIV/AIDS .... .... 5.3 .......... 59 

Infan: mortality'· . .12.0 ......... .49 

Life expectancy' .......... ...... .. .. .. 72.0 .. .. ... 54 

Tuberculosis incidence" .. ....... 135.4 ...... .. .. 82 

Malaria incidence" . . ........ 1.8 .. ......70 

HIV prevalence" ..0.0 .... ....... 1 

Primary enrollment" ...95.1 ... .. ... .. . 46 

5th pillar: Higher education and training 

Secondary enrollment" .. ............. .. ...... . ..85.4 .. .......64 


Tertiary enrollment' . .. ............... ........... .. ...... ..... 17.0 .. .. ...... 83 


Quality of the educational system. ... ............. ..3.4 ..... ..... 66 

Quality of math and science education . .4.2 ...... .... 60 

Quality of management schools .. ...3.9 .... ...... 70 

Local availability of research and training services ... ...3.4 .... 86 


Extent of staff training. ..4.4 ..34 
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6th pillar: Market efficiency 

Agricultural policy costs ... .......... ... . .. .. . .4 .0 ... .... ... 36 

Efficiency of legal framework . .... .. 4.9 ...... .... 34 

Extent and effect of taxation . ...4.7 ....... ... 18 

No. of procedures requ ired to start a business' .... 6.0.. . .. . 16 

Time required to start a business' ..... .. .. .. .... ....... . .. 46.0 .. .... .. .. 89 

Intensity of local competition . ..... .. .4.4 .85 

Effectiveness of antitrust pol icy . ..... .. .. 3.4 .....83 

Imports' .. ...... .. 59.1 ....... ...37 

Prevalence of trade barriers .. .. .. ..... .4.7 ....... .. 50 

Prevalence of foreign ownership ........ .. .... .. . .... ..... .4.8 .......... 79 

Exports'. .. ...... ............. ...... .. ........ 56.2.. . ..32 

Hiring and firing practices . . ...... .... .. ... ... .. ..... ...2.6 ...... .. 118 

Flexibility of wage determination ............ .......... ....... ..3 .1. ... 122 

Cooperation in labor-employer relations ..... ... .4.6 ...... .. ..64 

Reliance on professional management.. .. .. ...... .... 4.2 .......... 75 

Pay and productivity.. .. ...... ...... .. .. . ..3.0 ..... ... 115 

Brain drain ........ .... .. .. ........... ............... ... .. .. ...... . 3.0 .......... 71 

Private sector employment of women ... . 3.7 ........ 119 

Financial market sophistication ............... ..... .. .. .. .. .4.4 .......... 44 

Ease of access to loans ........ ... .. ... ...... .. ...... ..4.2 ... 36 

Venture capital availability ....... . 3 .5 .... .46 

Soundness of banks ............. ............... .. 

Local equity market access 

.. ....... 6 .0 .........38 

..... ..... 5.7 ........ ..36 
159 

7th pillar: Technological readiness 

Technological readiness ......... .. .................. . .. ....... .4 .1 ..... ...... 55 

Firm-level technology absorption ......... .4 .5 .......... 75 

Laws relating to ICT .. .. .. .4 .3 .......... 35 

FDI and technology transfer .. .. ... .4.8 .......... 74 

Mobile telephone subscribers' ...57 .3 .......... 55 

lnternet users' ...... ....... .. ... 14.6 .......... 63 

Personal computers' .... .. .... .. ... .. ....... 16.2 .......... 43 


8th pillar: Business sophistication 

Local supplier quantity .......... .......... .. ... .. 


Local supplier quality .. 


Product ion process sophisticat ion .. 


Extent of marketing 


Control of international distribution 


Willingness to delegate authority . 


Nature of compet itive advantage 


Value chain presence ............... ....... .. 


. ...... 4.9 ....... .. .48 


.. .... .4 .6 ...... 46 


. ....... 3.9 .......... 52 


.. .4.7 .......... 50 


.... .4.3 ......... .43 


.... ..... 3 .8 ......... .48 


.............. 3.2 ......... 75 


........ .4 .7 ...28 


9th pillar: Innovation 

Quality of scientific research institutions ...... . 3 .6 .......... 71 


Company spending on R&D ...... .. ............... .. . ....... 3 .0 .......... 73 


University-industry research collaboration . 2.9 ... ... ....68 


Gov't procurement of advanced tech products .......... .4.0 ...... .. .40 


Availability of scientists and engineers . .. ... .............. .4.0 .......... 89 

Utility patents'.... .... ..................... .. ...... 0.0 .. ........ 80 

Intellectual property protection ...... 4.3 ......... .40 

Capacity for innovation ............ ..... .. .... ....3 .0 .. ..73 

, Hard data 
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6th pillar: Market efficiency 

Agricultural policy costs .. .. .. .. ..3.3 ...... .. .. 98 

Efficiency of legal framew ork ..... .4.0 .... 56 

Extent and effect of taxation ............... ... .. ..... ...... 3.2 ...... ... . 64 

No. of procedures required to start a business' .. .... ..6.0 .. .. 16 

Time required to start a business' ...... 12.0 .... ... ... 15 

Intensity of local competition ... .4 .6 .. .. ... ...71 

Effectiveness of antitrust policy .. .. 3.9 .......... 55 

Imports' .. ...34.1. ..82 

Prevalence of trade barriers ......... . ..4.0 .......... 93 

Prevalence of foreign ownership ...... . .5.3 ......... .48 

Exports' ......... .. ..... .. .. .. ...... ...... . .. .. 26.5 ...... .... 96 

Hiring and firing practices .. .. .. ........... .. . ... ... .. ... .4.2 ........... 49 

Flexibility of wage determination . ..... . 5.5 ......... .44 

Cooperation in labor-employer relations ... ... ...4.4 .. ...84 

Reliance on professional management ...... 3.6 .. .. ... . 108 

Pay and productivity ............ ....................... .. ... .. .... 4.3 .......... 52 

Brain drain .. .2.8 .......... 79 

Private sector employment of women .. .. 4.5. ..84 

Financial market sophistication .. ............ .. .. .. ....3.2 .83 

Ease of access to loans. . ... 2.7 .......... 87 

Venture capital availability ..2 .7 ... 94 

Soundness of banks .... .5.4 .......... 70 

Local equity market access .. .. 4.3 .......... 76 

7th pillar: Technological readiness 

technological readiness ....36 ..... 72 

Firm-level technology absorption ... .5.0 .. ..... ... 42 

Laws relating to ICT .. ...3.2 ..74 

FDI and technology transfer ........ .. ..... . .. .. ..5.2 ..44 

Mobile telephone subscribers ' .... ...... 40.9 .......71 
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2nd pillar: Infrastructure 

Quality of overall infrastructure 
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Quality of port infrastructure ... 


Quality of air transport infrastructure 
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Government surplus/deficit" 
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6th pillar: Market efficiency 

Agricultural policy costs. .. ... A.7 ...... ... .. 5 


Efficiency of legal framework ... 5.0 ... ....... 31 


Extent and effect of taxation . . ..... . 4.6 ..... .... 19 


No. of procedures required to start a business' ...... . 10.0 ..... ..... 63 


lime required to start a business' ............ ...... ... . ... 11.0 .... ... ... 12 


Intensity of local competition ......... 5.2 .. ..... .. A3 


Effectiveness of antitrust policy.. . .... ..... . 5.1 ... ....... 26 
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Reliance on professional management .. ... 4.6 .......... 57 
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Local equity market access ...... . .. A.8 ..........70 


7th pillar: Technological readiness 

Technological readiness. ... A .8 ...... .. .. 30 

Firm·level technology absorption . .... .5.2 .......... 36 
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8th pillar: Business sophistication 
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Value chain presence .. . ..... .4.7 ... ....... 29 

9th pillar: Innovation 

Quality of scientific research institutions .4.4.. ..33 


Company spending on R&D ............ .. ...... .... .. .. .. . .... 3.7 .......... 36 
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Utility patents" .. . ..... 0.1 .......... . 70 

Intellectual property protection ........ .4.6 .......... 31 

Capacity for innovation .. .. .... .. .4.1. .... .31 
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1st pillar: Institutions 

Property rights .......... . ....... ... .4.6 ... ...... .62 


Diversion of public funds ... .. ....2.1. . .. 123 


Public trust of politicians ..... . 1.6 ........ 112 


Judicial independence. . .... ......... ... ... . 2.7 ........ 100 


Favoritism in decisions of government officials .......... 2.2 ...... .. 116 
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Efficacy of corporate boards .. ................ . .. .. ..5.6 ... ..10 


Protection of minority shareholders' interests .. .... 5.5 ...... .... 21 


Strength of auditing and accounting standards ..... ..... 5.6... ...27 


2nd pillar: Infrastructure 

Ouality of overall infrastructure .......... ..... . .. .. .. .. .. 1.9 .124 

Quality of railroad infrastructure .. ... 1.6 . ...... . 94 

Quality of port infrastructure ............. ...... .. . ......... 1.9 .. ..... . 114 

Quality of air transport infrastructure .. ....... .4.6 .. . . .... . 59 
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6th pillar: Market efficiency 

Agricultural policy costs .... ..5.3 .. ..... ..... 2 


Efficiency of legal framework .... .4.0 ...... .... 57 


Extent and effect of taxation .. ........... .... . .. .......... .. .2.1 ....... .. 125 


No. of procedures required to start a business' ....... ..6.0 .... ...... 16 


Time required to start a business' . ....35.0 .... ...... 67 


Intensity of local competition .. .. .. ....2.3 ... ..... 128 


Effectiveness of antitrust policy .. ..... .... 2.8 ..... ... 113 


Imports" .. . .. ....... 29.6 ...... .. 100 


Prevalence of trade barriers . . ....... .4.0 ...... ... . 89 
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Hiring and firing practices ... ...... .. .. ..... ... . .. ........ 5.9 .. ...... 1 


Flexibility of wage determination... .... ....... ..... .. .... .6.2 ...... .4 


Cooperation in labor-employer relations .. ......... 5.2 ........ .. 22 
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Venture capital availability ......... 1.5. ....... 128 


Soundness of banks .......... .... .. .5.8 .......... 45 
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Personal computers ' ..... . 1.0 ........ 107 
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Primary enrollment' . 


...... ...3.3 ........ 120 

.. .. .. ...3.2 ........ 124 

...2 .9 ..... ... 113 

.. .... 104.0 .. . ... 122 
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..707.3 ........ 126 
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.16.5 ...... .. 123 

.. .. ..79.8 .... .... 105 
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Production process sophistication . 


Extent of marketing .. 
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Nature of competitive advantage 


Value chain presence. 
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Policy instability............................. .............. .................. 18.5 


Inadequate supply of infrastructure ................. ...........7.2 


Corruption .........................................................................6.5 


Access to financing ......... .......................................5.1 


Inefficient government bureaucracy ...........................4.6 


Tax rates .......................... .................................................2.5 
~ 
Crime and theft ... ............. ................................................1.9 
.-~ Government instability/coups .......................................1.7 


Restrictive labor regulations ........................................1.1 


Tax regulations ................................................................ 1.0 ••
Inadequately educated workforce ...............................OA 
 ~ 
Poor work ethic in national labor force ..... ... ..............0.2 


o 5 10 15 20 25 

Percent of responses 
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2nd pillar: Infrastructure 

Quality of overall infrastructure .. ...... 2.9 ...... .... 78 

Quality of railroad infrastructure .. ....... 2.7 ... 57 

Quality of port infrastructure ..... 3.0 .. ...... ..82 

Quality of air transport infrastructure .... . 2.6 ........ 118 

Quality of electricity supply ........ 2.2 .116 

Telephone lines' ...... ...... .. .. . ..2.8 .. ..... 106 

3rd pillar: Macroeconomy 

Government surplus/deficit' ....--B. l ........ 120 

National savings rate' ...-6.7 .... 127 

Inflation' ..... .. .. 237.8 .... 128 

Interest rate spread' .......... 144.6 ... ..... 123 

Government debt' .. .. .... n/a ..... n/a 

Real effective exchange rate' .-54.9 ... 2 

4th pillar: Health and primary education 

Business impact of malaria ........ ........ .... .. .. , .... .. ....... .4 .0 . .. .. .. . 113 


Business impact of tuberculosis .. . .. ..... 2.8 .... .... 126 

Business impact of HIV/AIDS .... .. .......... .... .. .. ..23 .. ...... 121 

Infant mortality' .. 78.0 ...... .. 108 

Life expectancy' ... ........ 36.0 ........ 128 


Tuberculosis incidence' .. ..672.6 ........ 124 


Malaria incidenCe" . ... ...9,562.4.. .. .116 


H IV prevalence' .24 .6 . ....... 126 


Primary enrollment' .......... .. .. .. .... .... 82.7 ........ 101 


5th pillar: Higher education and training 

Secondary enrOllment' .... 36.0 ....... . 110 

Tertiary enrollment' ... .. ........ ..4.0 .. 106 

Quality of the educational system .. .. .... . .. ... .4.1 .......... .40 

Quality of math and science education ........ .. .. ...3.9. .. .. .71 


Quality of management schools ......... .... .. .. .... 3.8 .. ..... 76 


Local availability of research and training services ...... 2.8 .... .... 111 


Extent of staff training . ............ .............. .... .. ....... 3.8 .... ...... 51 


.~ 
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INDICATOR SCORE RANI(/128 
N 

6th pillar: Market efficiency 

Agricultural policy costs .. .. .. ...... 1.9 ........ 128 


Efficiency of legal framework. .. .... ..2.3 ........ 124 


Extent and effect of taxation . .. ..... 2.5 ...... .. 106 


No. of procedures required to start a business' .... ... 10.0 ........ ..63 


Time required to start a business' . .. .. ...96.0 ...... .. 114 


Intensity of local competition ...... .. .. .....3.1 ..... ... 126 


Effectiveness of antitrust policy .. .... ..3 .5 .. .. .... ..78 


Imports' .... ................. .. .. ........ .. .. .. ...... 36.0 .......... 74 


Prevalence of trade barriers .... . .. .. .... 3 .8 .. ..... 104 


Prevalence of foreign ownership .. ........ 4.0 ........ 115 


Exports' .... ................ .. .37.0 .. ........ 74 


Hiring and firing practices .. .. 2.6 ........ 118 


Flexibility of wage determination . ..... 2.7 ....... 127 


Cooperation in labor-employer relations .. .. .4.2 .......... 95 


Reliance on professional management ....... ..5.3 .......... 28 


Pay and productivity ... .. ..2.7 ..... ... 127 


Brain drain .... ............ .. .... 1.7 ....... . 126 


Private sector employment of women .. ... .......... 4.9 .. .. .. .... 44 


Financial market sophistication . .. .. .. .. 3.8 .... . 70 


Ease of access to loans ................ .. .. .. .. .. 2.4 ...... .. 104 


Venture capital availability ..2.6 .......96 


Soundness of banks .. . .. ..... ..4.2 .. 121 


Local equity market access .5.9 ... ....... 28 


7th pillar: Technological readiness 

Technological readiness ..... ... 2.7 .... .. ....99 

Firm-level technology absorption .. . 3.8 .. 108 

Laws relating to ICT ....... .. ...... . 2.7 ........ 100 

FDI and technology transfer 3 .9 .. ...... 123 

Mobile telephone subscribers' ..... ..5.9 ........ 116 

Internet users' .... 8.4 .......... 78 

Personal computers' .. 10.1 .... 57 

INDICATOR SCORE RANK/128 

1st pillar: Institutions 

Property rights 


Diversion of public funds 


Public trust of politicians .. 


Judicial independence ............ .... .............. ........ . 


Favoritism in decisions of government oHicials 


Government spending . 


Burden of government regulation 


Business costs of terrorism 


Reliability of police services ..... 


Business costs of crime and violence 


Organized crime ................ . 


Ethical behavior of firms .. 


Efficacy of corporate boards .......... .......... .. .. 


Protect ion of minority shareholders' interests .... 


Strength of auditing and accounting standards 


... ... ... 1.9. .. .128 

.... ..2.4 .115 

.. ....... 1.3 ... ..... 127 

.. 1.7 ... 125 

..2.2 .... .... 119 

...1.9 ....... 123 


..2.2 .121 

...... .. 6.1 .. 5 

... .... .. 2.8.. .116 

......... 3 .3... .95 

.4 .7 . .. .. .. .. . 69 

.... . 3 .9 ... . 82 

...... .4.9 .........36 

.... .4.4 .. .. ...... 63 

... ..5.3.. .. ..40 

8th pillar: Business sophistication 

Local supplier quantity 


Local supplier quality. 


Production process sophistication .... 


Extent of marketing .. .. ............... ...... .. .... . 


Control of international distribution ... 


Willingness to delegate authority. 


Nature of competitive advantage 


Value chain presence 


.. ...4.4 .. ........ 82 

.....3 .8 ..84 

.. ..... 2.3 ..... 123 

.. ..... 3.8 ....... ...81 

.. .... 3.4.. .101 

...3.5 .. ........ 62 

.. ..... 2.2 .. ...126 

..2.3 .. .. .... 123 

9th pillar: Innovation 

Quality of scientific research institutions .. .... ...... 3.8 
 .59 

Company spending on R&D .............. ........ . .. ..... 3.1.. .68 

University-industry research collaboration ..... 3.0.. . ...65 

Gov't procurement of advanced tech products .........2.8 .121 

Availability of scientists and engineers .......... .. ...... .. ...3.9 .......... 92 

Utility patents' .. .. .. .. ........ .............. . .0.1.. .74 

Intellectual property protection ........ .. ...... . .. .. .. 2.9. ...87 

Capacity for innovation. .. .... 2.3 ........ 124 

* Hard data 
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How to Read the Investment Climate P,rofiles 

GIOVANNI TANZIUO. World Ba nk 

The Investment Climate Profiles are based on the World 

Bank's Enterprise Surveys, which are establishment-level 

surveys designed to analyze the investment climates of 

the participating countries and to advise them on 

reforms aimed at fostering growth and employment. 

Standard Enterprise Surveys are administered to the 

manufacturing and service sectors in three to four urban 

areas.The survey captures firms' experiences in a range 

of areas, including infrastructure, access to finance, gov

ernance, regulation, tax policy, labor relations, conflict 

resolution , infrastructure services, supplies and market

ing, technology, and training. Every year, surveys are 

implemented in 15-30 countries, with updates planned 

for each country every three to five years. So far over 

100 countries have been surveyed, and participants have 

included 11,600 entrepreneurs, senior managers, and 

CEOs in 34 African countries. The average sample size 

of the firms surveyed in Africa is approximately 350 

observations. 

o Top 10 constraints perceived by entrepreneurs 
This chart summarizes the top 10 "major" or "very 

severe" obstacles to the operation and growth of the 

business as perceived by senior managers or entrepre

neurs. Respondents were given a list of 17 factors and 

asked to indicate whether the factors represented a 

problem for the operation and growth of their business 

on a five-point scale ("no obstacle," "minor obstacle," 

"moderate obstacle," "major obstacle," and "very severe 

obstacle"). Each bar in the graph shows the share of 

senior managers or entrepreneurs that ranked as a 

"major" or "very severe" obstacle the following con

straints: telecommunications, electricity, transportation, 

access to land, tax rates, tax administration, customs and 

trade regulations, labor regulations, skills and education 

of available workers, business licensing and operating 

permits, access to finance (availability and cost), eco

nomic and regulatory policy uncertainty, macroeconom

ic instability, corruption, crime, theft and disorder, anti

competitive or informal practices, and legal system / 

conflict resolution. 
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o Investment climate indicators 
The investment climate indicators in the country pro

files are shown by macro dimension (country, region, 

income) I and by micro dimension (small, medium, large, 

exporter, nonexporter, domestic ownership, foreign 

ownership).2 

BUREAUCRACY 
• 	 Senior management time spent in dealing with require

ments of government regulation (percent) 

This indicator provides the average percentage of 

senior management's time that is spent in a typical 

week dealing with requirements imposed by govern

ment regulations (for example, taxes, customs, labor 

regulations, licensing, and registration), including 

dealings with officials, completing forms, and so on. 

183 



• Consistency/predictability of officials' interpretations of 
-= a regulations affecting the firm 
Q: 

This indicator shows the percentage of firms whoQ} 

co agree with the statement "In general, government 
U officials' interpretations of regulations affecting my 
E 

c 
Q} establishment are consistent and predictable." 
E 
en 
Q} 

;> 

c:: 
Q} 

-5 CORRUPTION 
"0 

• Unofficial payments for typical firm to get things doneQ} '" a: 
.s (percent of sales) 

!! 
 This indicator provides the average value of gifts ora 
:c 

informal payments to public officials to "get things 

done" with regard to customs, taxes, licenses, regula

tions, services, and so on. The values shown indicate a 

percentage of annual sales. 

• 	 Firms expected to give gifts in meetings with tax inspec 

tors (percent) 

These figures show the percentage of firms for which 

a gift was expected in meeting with tax inspectors. 

• 	 Value of gift expected to secure government contract (per

cent of contract) 

These figures provide the percentage of contract 

value expected as a gift to secure government con

tract . 

184 

COURTS 
• 	 Confidence level in the judiciary system (percent) 

These numbers show the percentage of firms that 

agree with the statement "I am confident that the 

judicial system will enforce my contractual and prop

erty rights in business disputes." 

CRIME 
• 	 Security costs (percent of sales) 

This indicator shows the cost to firms, as a percent

age of total sales, of providing security (equipment, 

personnel, or professional security service). 

• 	 Losses due to theft, robbery, vandalism, and arson against 

the firm (percent of sales) 

These figures show firms' losses, as a percentage of 

total sales, that can be attributed to theft, robbery, 

vandalism, arson, or other crimes. 

INFORMAlITY 
• 	 Sales amount reported by a typical firm for tax purposes 

(percent) 

The figures here provide the average percentage of 

total sales that firms estimated they reported for tax 

purposes. 

FINANCE 
• 	 Internal finance for investment (percent) 

This indicator provides the percentage of firms' new 

investments that are financed by internal funds or 

retained earnings. 

• 	 Bank finance for investment (percent) 

These figures are the percentage of firms' new invest

ment~ that are financed by commercial bank credit or 

loan. 

• 	 Informal finance for investment (percent) 

These figures are the percentage of firms' new invest

ments that are financed by informal sources, family, 

or friends. 

• 	 Supplier credit financing (percent) 

These figures are the percentage of establishment's 

working capital that is financed with credit from sup

pliers or clients. 

• 	 Value of collateral needed for a loan (percent of the loan 

amount) 

This indicator shows the average value of the collat

eral required as a percentage of the loan value, for 

firms with a recent loan or overdraft that required 

collateral or a deposit. 

• 	 Loans requiring collateral (percent) 

These figures show the percent of firms that provide 

collateral for loans. 

• 	 Annual financial statement reviewed by external auditor 

(percent) 

This indicator shows the percentage of establishments 

with annual financial statements reviewed by an 

external auditor. 

INFRASTRUCTURE 
• 	 Delay in obtaining an electrical connection (days) 

This indicator provides the average actual delay, in 

days, that firms experience when obtaining an elec

trical connection, measured from the day the estab

lishment applied to the day they received the service 

or approval. 

• 	 Number of electrical outages (days) 

This indicator provides the average number of days 

per year the establishment experienced power out

ages or surges from the public grid. 

• 	 Value lost due to electrical outages (percent of sales) 

This indicator shows the total losses over the course 

of a year resulting from interruptions in electricity 

service, as a percentage of sales, including losses due 

to lost production time from the outage, time needed 

to reset machines, and production and sales lost 

because of processes being interrupted. 



Delay in obtaining a mainline telephone connection (days) 

These figures show the average actual delay, in days, 

that firms experience when obtaining a telephone 

connection, measured from the day the establishment 

applied to the day they received the service or 

approvaL 

• 	 Cargo lost in transit (percent of value) 

These figures show the value of average cargo con

signment lost while in transit due to breakage, theft, 

or spoilage (as percentage of consignment value). 

Firms using the Web in interaction with clients/suppliers 

(percent) 

This indicator provides the percentage of firms that 

regularly make use of the web in interactions with 

clients and / or suppliers. 

INNOVATION 
ISO certification ownership (percent) 

This indicator provides the percentage of firms that 

have received ISO (for example, 9000, 9002, or 

14,000) certification. 

New production technology (percent) 

This indicator provides the percentage of firms that 

introduced new production technology. 

JOBS 
• 	 Firms offering formal training (percent) 

This indicator provides the percentage of firms that 

offer formal (beyond "on the job") training to per

manent employees. 

• 	 Permanent skilled workers receiving training (percent) 

These figures show the average percentage of total 

permanent skilled employees that received formal 

training last year. 

TAX AOMINISTRATION 
• 	 Average time firms spent in meetings with tax officials 

(days) 

These figures show the average number of days firms 

spent in inspections and mandatory meetings with 

tax officials in the last two years. 

Q) '" 
TRADE 

c 
• 	 Average time to clear direct exports through customs c: 

~ (days) '"E 
These figures show the average number of days it u 
takes from the time goods arrive at their point of exit c 

Q) 

(for example, at the port or airport) until the time § 
en 
Qlthey clear customs. 	 >c: 
Q)

• 	 Longest time to clear direct exports through customs -5 

(days) 	 "0 

~ 
These figures show the longest number of days it a: 

.9 
takes from the time goods arrive at their point of exit ?; 

c 
(e.g. port or airport) until the time they clear cus I 

toms. 

• 	 Average time to claim imports from customs (days) 

This indicator shows the average number of days it 

takes from the time goods arrive at their point of 

entry (for example, at the port or airport) until the 

time they can be claimed from customs. 

Longest time to claim imports from customs (days) 

These figures show the most number of days it takes 


from the time goods arrive at their point of entry 


(for example, at the port or airport) until the time 


they can be claimed from customs. 


Firms that export directly (percent) 

This indicator shows the percent of firms exporting 

goods directly rather than through a distributor. 185 

Notes 

1 	Region: Algeria, Angola, Benin, Botswana, Burkina Faso, Burundi, 
Cameroon, Cape Verde, Democratic Republic of Congo, Egypt. Eritrea, 
Ethiopia, The Gambia, Guinea, Guinea Bissau, Kenya, Lesotho, Madagascar, 
Malawi, Mali, Mauritania, Mauritius, Morocco, Namibia, Niger, Rwanda, 
Senegal, South Africa, Swaziland, Tanzania, Uganda, and Zambia. 

2 	 Size: Small: firms with fewer than 20 employees; Medium: firms with 20 or 
more employees and fewer than 100 employees; Large: firms with 100 or 
more employees. 

Market orientation: Exporters: firms with 10 percent or more of sales 
exported directly; Nonexporters: firms with less than 10 percent of sales 
directly exported. 

Ownership status: Domestic: firms with less than 10 percent of capital 
share owned by the foreign private sector; Foreign: firms with 10 percent or 
more of capital share owned by the foreign private sector 
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Top 10 constraints perceived by entrepreneurs 
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Algeria 2002 Investment Climate Profile 
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MACRO DIMENSION MICRO DIMENSION 

BUREAUCRACY Algeria Region Income Smell Medium large (l(porter Nonexport.r Domestic foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) nla 5.45 5.68 nla nla nla nla nla nla nla 

Consistencylpredictability of officials' interpre
tations of regulations affecting the firm 55.21 51.96 56.98 52.90 51.71 71.83 60.00 55.79 54.92 80.00 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Algeria Region Income Small Medium large Exponer Nonexporter Domestic foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) 6.04 2.23 0.80 7.14 5.10 3.51 6.24 6.04 nla 

Firms expected to give gifts in meetings with 
tax inspectors (percent) nla 18.53 13.14 nla nla nla nla nla nla nla 

Value of gift expected to secure government 
contract (percent of contract) 1.49 3.18 0.97 1.77 1.25 1.21 0.00 1.53 1.52 0.00 

MACRO DIMENSION MICRO DIMENSION 

COURTS Algeria Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Confidence level in the judiciary system Ipercent) 72.74 62.86 66.47 69.35 73.20 80.60 88.89 72.76 72.62 

MACRO DIMENSION MICRO OIMENSION 

CRIME Algeria Aegion Income Small Medium large Exporter Nonexponer Domesdc Foreign 

Security costs (percent of sales) nla 1.25 0.96 nla nla nla nla nla nla nla 

Losses due to theft, robbery, vandalism, and 
arson against the firm (percent of sales) 0.51 0.67 0.76 0.58 0.40 0.36 0.80 0.51 0.52 0.00 

MACRO DIMENSION MICRO DIMENSION 

IN FORMALITY Algeria Region Income Small Medium large E)(j>oner Nonexponer Domestie Foreign 

Sales amount reponed by a typical firm for 
tax purposes (percent) 72.51 63.02 72.56 72.82 6S.95 SO.OO 72.54 72.48 



Algeria2002 Investment Climate Profile 

c:: 
CI> 

fiNANCE 

Internal finance for investment (percent) 

Bank finance for investment (percent) 

MACRO DIMENSION 

Algeria Region Inceme 

74.25 77.39 74.25 

16.28 11.50 13.69 

S",ell 

76.30 

13.91 

Medium 

76.46 

13.93 

MICRO DIMENSION 

Large EXporta r Nonexporter 

59.42 83.33 74.31 

31.70 10.00 16.07 

Domestic 

74.38 

16.11 

Foreign 
§ 
II) 
CI> 
>c:: 

N 
N 

Informal finance for investment (percent) 3.96 3.62 2.24 5.85 2.96 0.43 0.00 4.08 3.99 

Supplier credit financing (percent) 8.90 14.32 15.54 7.62 9.96 11.75 20.00 8.76 8.91 

Value of collateral needed for a loan (percent 
of the loan amount) 168.57 151.32 156.89 192.10 157.93 151.28 151.43 168.96 169.46 

Loans requiring collateral (percent) 82.39 84.13 79.28 85.15 79.84 84.31 100.00 81.85 82.21 

Annual financial statement reviewed by 
external auditor (percent) 59.56 53.65 69.08 52.73 58.33 84.51 60.00 59.62 58.96 100.00 

MACRO OIMENSION MICRO DI MENS ION 

INFRASTRUCTURE Algeria Region Income Small Medium Large Expoltllr NOr)exporteJ Domes~c Foreign 

Delay in obtaining an electrical connection (days) 94.26 27.28 15.82 90.97 112.89 60.63 93.61 95.09 

Number of electrical outages (days) 12.42 12.94 4.49 12.92 12.54 10.30 11.00 12.55 12.59 2.00 

Value lost due to electrical outages 
(percent of sales) 4.27 7.68 2.93 4.64 4.08 3.64 4.00 4.31 4.30 2.60 

Delay in obtaining a mainline telephone 
connection (days) 174.26 27 .51 14.58 203.35 157.16 106.14 176.09 175.67 

Cargo lost in transit (percent of value) 2.40 1.34 1.19 3.17 1.70 1.33 2.51 2.45 2.44 0.00 

Firms using the Web in interaction with clientsl 
suppliers (percent) 24.74 18.13 24.99 17.33 27.32 42.62 44.44 24.41 24.26 

--~--~----------------------------------------------------- -------------------

189MACRO DIMENSION MICRO DIMENSION 

INNOVATION Algeria Region Income Small Medium Large Exporter Nonexporter Domeslic Foreign 

ISO certification ownership (percent) nla 13.75 16.97 nla nla nla nla nla nla nla 

New production technology (percent) nla 45.85 38.32 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DI MENSION 

JOBS Algena Region Income Small Msdium large Exportsr Nonexponer Doms.lit foreign 

Firms offering formal training (percent) 31.84 32.56 29.20 23.72 29.35 64.29 70.00 31.08 31.19 80.00 

Permanent skilled workers receiving 
training (percent) nla 18.94 16.10 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DI MENSION 

TAX ADMINISTRATION Algeria Region Income Small Medium Large Eltporter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) nla 3.06 1.94 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO III MENSION 

TRAOE Algari. Region Income Small Medlulll large Exporter Nonexportor Domestic Foreign 

Average time to clear direct exports through 
customs (days) 8.60 4.32 3.96 10.14 9.33 3.29 11.46 8.60 nla 

Longest time to clear direct exports through 
customs Idays) 11 .67 13.35 6.80 11.50 14.38 6.71 14.82 11.67 nla 

Average time to claim imports from customs (days) 21.57 10.04 5.39 21.79 21.43 21.57 9.43 21.79 21.90 7.60 

Longest time to claim imports from customs (days) 47.30 14.52 10.15 46.63 46.86 49.06 17.57 48.06 47.71 31.00 

Firms that export directly (percent) 3.13 11 .64 19.56 1.19 2.91 9.86 100.00 1.31 2.99 20.00 

Data source: Enterprise Surveys 
~ data available at hnp://wwvv.enlerprisesurveys.orgl 
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MACRO DIMENSION MICRO OIMENSION 

BUREAUCRACY Angola Region Income Small Medium Large Exporter Nonexponer Domestic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) 7.14 5.64 6.38 6.81 8.16 13.83 7.06 6.94 8.38 

Consistency/predictability of oHicials' interpre
tations of regulations aHecting the firm 23.69 52.99 60.89 24.01 20.74 33.33 41.29 23.50 22.53 30.37 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Angola Region Incmne Small Medium Large Exporter Nonexporter Domestic Foreign 

UnoHicial payments for typical firm to get 
things done (percent of sales) 2.48 2.24 0.70 2.55 2.20 1.33 0.76 2.50 2.61 1.63 

Firms expected to give gifts in meetings with 
tax inspectars (percentl 14.84 18.64 12.93 13.07 17.60 50.00 19.03 14.77 14.22 17.64 

Value of gift expected to secure government 
contract (percent of contract) 3.41 3.11 0.66 3.43 3.33 1.79 3.42 3.48 2.98 

MACRO DIMENSION MICRO DIMENSION 

COURTS Angole Region Income Srr>all Medium Large Exporter Nonexpon", Domestic Foreign 

Confidence level in the judiciary system (percent) n/a 63.55 68.96 n/a n/a n/a n/a n/a n/a n/a 

MACRO DIMENSION MICRO DIMENSION 

CRIME Angola Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Security costs (percent of sales) 3.35 1.26 0.96 3.57 2.79 3.37 3.65 2.24 

Losses due to theft, robbery, vandalism, and' 

arson against the firm (percent of sales) 2.41 0.68 0.80 2.61 1.78 n/a n/a 2.41 2.39 2.53 


MACRO DIMENSION MICRO DIMENSION 

INFO RMAUTY Angola Reglon Income Small Medium large ExpOrtor Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 
tax purposes (percent) 47.64 63.59 75.05 44.36 66.80 41.67 32.68 47.80 48.15 44.63 
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MACRO DIMENSION 	 MICRO DIMENSION E 
en

FINANCE Angola Region Income Small Medium laige Exporter Nonexporter Domestic Foreign 	 Cl) 

> 
Internal finance for investment (percent) 88.47 77.07 73.39 91.49 79.07 75.00 88.40 90.46 75.33 	 c: 

N 
Bank finance for investment (percent) 3.99 11.75 14.38 2.63 6.33 20.00 4.01 2.33 14.97 N 

Informal finance for investment (percent) 5.59 3.59 2.17 5.07 8.77 0.00 5.63 5.72 4.76 

Supplier credit financ ing (percent) 10.71 14.33 15.63 8.72 21.86 15.00 16.03 10.65 10.05 14.60 

Value of collateral needed for a loan [percent 
of the loan amount) 97.74 152.34 158.88 55.55 44.71 97.59 116.92 

loans requiring collateral (percent) 93.45 84.00 79.41 100.00 100.00 	 93.12 100.00 SO.55 

Annual financial statement reviewed by 
external auditor (percent) 7.69 55.20 74.34 4.95 18.64 50.00 0.00 7.77 5.90 18.13 

MACRO DIMENSION MICRO DIMENSION 

INFRASTRUCTURE Angola Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 51.82 28.02 17.43 45.04 108.39 	 52.14 56.47 33.60 

Number of electrical outages (days) 87.27 13.14 4.85 85.69 86.36 162.00 87.59 89.28 75.23 

Value lost due to electrical outages 

Ipercent of sales) 3.63 7.73 2.98 3.73 2.87 4.80 3.66 3.72 3.13 

Delay in obtaining a mainline telephone 
connection (days) 39.46 32.99 27.18 41 .02 34.37 39.60 40.25 37.26 

Cargo lost in transit (percent of value) nla 1.41 1.38 nla nla nla nla nla nla nla 

Firms using the Web in interaction with cl ientsl 
suppliers (percent) 9.38 18.53 26.47 10.01 3.20 33.33 19.03 9.28 8.95 11.85 

MACRO DIMENSION MICRO DIMENSION 

INNOVATION Angola Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 5.05 14.03 18.18 3.69 9.63 33.33 20.65 4.89 2.99 17.01 

New production technology (percent) 48.00 45.75 36.93 47.98 47.67 50.00 nla 48.00 49.23 34.13 

MACRO OIMENSION MICRO DIMENSION 

JOBS Angola RegIon Income Small Medium large Exporter Nonexporter Domestfc Foreign 

Firms offering formal training (percent) 19.40 33.23 30.90 14.64 34.08 83.33 nla 19.40 16.67 50.01 

Permanent skilled workers receiving 
training (percent) 10.20 18.13 14.70 6.46 25.64 40.83 nla 10.20 8.39 30.39 

MACRO DIMENSION MICRO DIMENSION 

TAX ADMINISTRATION Angola Region Income Small Medium Large Exp orter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 4.64 3.06 1.82 4.41 5.37 6.50 2.02 4.69 4.70 4.39 

MACRO DIMENSION MICRO OIMENSION 

TRADE Angola Region Income Smart Medium urge Exporter Nonexporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 16.49 4.31 3.94 nla 

Longest time to clear direct exports through 
customs (days) 24.65 13.32 6.78 nla 

Average time to claim imports from customs (days) 24.73 10.45 6.68 22.40 28.28 nla 24.73 24.91 

Longest time to claim imports from customs (days) 34.57 16.05 13.60 27.87 48.36 nla 34.57 34.01 

Rrms that export directly (percent) 1.31 11.79 20.29 1.07 2.80 0.00 100.00 0.27 0.55 5.73 

Data source: tnterprise Surveys 

More data available at hnp:/Iwww.enterprisesurveys. org/ 
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BUREAUCRACY 

MACRO OIMeNSION 

Benin Region Income Smell Medium 

MICRO OIMENSION 

large Exporter Nonaxpol1er Domestic ForeiglT 

• Benin -0- Africa -0- Low income 

Senior management time spent in dealing with 
requirements of government regulation (percent) 6.46 5.69 5.34 5.52 6.79 14.07 10.52 5.57 6.18 7.85 

Consistency/predictability of officials' interpre
tations of regulations affecting the firm 36.60 52.15 50.08 38.41 36.84 22.22 23.53 39.22 38.51 27.27 

MACRO DIMENSION MICRO OIMENSION 

CORRUPTION Senin Ragion locome Small Medium large Exporter NOJ1expol1er Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of salesl 4.57 2.23 2.87 4.61 4.91 3.43 3.56 4.84 4.57 4.56 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 21.21 18.50 20.25 19.33 28.57 22.22 27.27 19.05 20.90 22.58 

Value of gift expected to secure government 
contract (percent of contract) 8.24 3.10 4.18 8.79 7.68 5.13 6.66 8.63 8.59 6.39 

MACRO DIMENSION MICRO DIMENSION 

COURTS Sanin Region Incoma Small Modium large Exponer Nonexportor Domestio Foreign 

Confidence level in the judiciary system (percent) 34.72 63.28 61.57 35.77 31.58 33.33 29.41 34.87 34.38 36.36 

MACRO DIMENSION MICRO DIMENSION 

CRIME Benin Reg ion Income Small Medium lBrge Expon.r Nonexparter Domestic Foroign 

Security costs (percent of sales) 0.82 1.27 1.38 0.96 0.50 0.36 0.38 0.90 0.87 0.58 

Losses due to theft, robbery, vandalism, and 
arson against the firm (percent of sa les) 0.34 0.67 0.63 0.26 0.60 0.36 0.15 0.35 0.35 0.26 

MACRO DIMENSION MICRO DIMENSION 

IN.FORMAUTY Benin Region Income Small Medium large Expone, Nonexporter Domestic ForeIgn 

Sales amount reponed by a typical firm for 
tax purposes (percent) 88.17 62.92 57.72 86.79 88.52 98.13 95.67 86.74 85.88 99.48 
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Internal finance for investment (percent) 

MACRO DIMENSION 

Benin Regioo Income 

77.14 77.30 79.17 

Small 

86.77 

Medium 

60.88 

MICRO DIMENSION 

wge Elt~o rt.r Nonexporter 

38.44 52.06 83.05 

Domestic 

79.36 

Fore ign 

66.83 

c 
Q.) 

§ 
en 
Q.) 

> 
c 

Bank finance for investment (perceot) 13.65 11.58 10.22 5.59 25.94 48.75 33.26 8.83 11.42 24.00 
N 

N 

Informal finance for investment (percent) 2.67 3.64 4.42 3.56 0.76 0.00 0.48 3.27 3.14 0.50 

Supplier credit financing (percent) 5.71 14.27 13.78 4.58 6.70 13.13 12.58 4.16 4.59 10.88 

Value of collateral needed for a loan (percent 
of the loan amount) 118.68 152.32 148.24 139.71 78.64 125.58 116.69 121.09 126.74 107.76 

loans requiring collateral (percent) 90.57 84.00 87.57 83.33 93.75 100.00 95.00 86.67 88.57 94.44 

Annual financial statement reviewed by 

external auditor (percent) 42.71 53.84 45.91 28.36 70.00 88.89 83.33 32.89 34.81 79.41 

MACRO DIMENSION MICRO DIM ENSION 

INFRAS11IUCruRE Benin Region Income Small Medium Large Exporter Nonel\porter Domestic Foreign 

Delay in obtaining an electrical connection (days) 55.62 28.22 33.91 48.20 71.09 80.20 70.45 51.63 57.03 47.25 

Number of electrical outages (days) 77.33 12.51 16.27 81.14 79.00 32.83 47.19 83.15 81.49 51.13 

Value lost due to electrical outages 
(percent of sales) 6.45 7.60 9.14 6.92 6.04 2.93 6.29 6.63 6.79 3.95 

Delay in obtaining a mainline telephone 
connection (days) 130.97 31.55 35.01 133.64 131 .19 114.27 111.45 134.96 136.22 105.65 

Cargo lost in transit (percent of value) nla 1.41 1.45 nla nla nla nla nla nla nla 

Firms using the Web in interaction with clientsl 
suppliers (percent) 24.87 18.20 14.53 14.39 47.50 55.56 50.00 17.53 20.86 44.12 

MACRO DIMENSION MICRO DIMENSION 

INNOVATION Benin Region Income Small Medium Large Eltporter None.porter DomestiC Foreign 

ISO certification ownership (percent) 2.73 13.83 12.15 0.75 11.76 0.00 3.23 2.74 1.29 10.71 

New production technology (percent) nla 45.82 50.21 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

JOBS Banin Region Income Small Medium l arge Exporter Nonexporter Domestic Foreign 

Rrms offering formal training (percent) 35.33 32.62 34.72 26.56 50.00 66.67 50.00 31.25 35.76 33.33 

Permanent skilled workers receiving 
training (percent) nla 18.32 22.16 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DI MENSION 

TAX ADMINISTRATION Benin Region Income Small Medium Large Eltponer Nonexporter Domestic Foreign 

Average time firms spent in meetings with 

tax officials (days) 4.70 3.05 3.61 4.75 3.60 6.75 6.44 4.20 4.40 6.33 

MACRO DIMENSION MICRO DI MENSION 

11IADE Benin Ragion Income Sma" MeditJlI1 Large Exponer Nonexporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 6.31 4.33 4.84 4.75 8.33 5.70 7.73 7.39 4.93 

longest time to clear direct exports through 
customs (days) 9.40 13.39 22.25 9.25 8.80 7.39 12.91 11.88 6.15 

Average time to claim imports from customs (days) 10.09 10.68 13.92 8.31 12.78 9.56 9.25 10.89 10.54 9.30 

longest time to claim imports from customs (days) 21.95 16.30 18.38 19.84 27.13 16.80 16.88 25.84 22.17 21.57 

Firms that export directly (percent) 23.16 11.39 7.47 8.21 46.15 88.24 100.00 5.19 15.29 60.61 

Data source: Enterprise Surveys 

More data available at hnp://www.enterprisesurveys.org! 
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BUREAUCRACY 

MACRO OIMENSION 

Botswana Region Income Small Medium 

MICRO OIMENSION 

l arge Exporter None.porter Domesti c Foreign 

Senior management time spent in dealing with 
requirements 01 government regulation (percent) 4.96 5.73 6.73 4.48 5.87 6.25 8.15 4.81 4.49 5.51 

Consistency/predictability 01 officials' interpre
tations 01 regulations affecting the lirm 57.65 51 .72 56.60 58.48 51.18 68.18 51.75 57.92 56.42 58.65 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTlON Botswana Rogion Income Small Medium large EJcporter Nonexporter Domestic Foreign 

Unofficial payments lor typical lirm to get 
things done (percent 01 sales' 0.84 2.32 0.90 0.95 0.49 0.89 0.85 0.84 1.12 0.55 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 4.47 19.02 14.55 3.18 8.50 2.26 4.06 4.49 4.17 4.73 

Value 01 gift expected to secure government 
contract (percent 01 contract) 1.16 3.23 0.99 1.30 1.03 0.54 0.37 1.20 1.41 0.92 

MACRO DIMENSION MICRO DIMENSION 

COU RTS Botswana Region Income Small Medium Large Exporter Nonexporter DOmestic Foreign 

Conlidence level in the judiciary system (percent) n/a 62.76 66.48 n/a nla n/a n/a n/a n/a nla 

MACRO DIMENSION MICRO DIMENSION 

CRIME Botswana Region Income Small Medlum large Exporter Nonexporter Domestic Foreign 

Security costs Ipercent 01 salesI 2.10 1.25 0.93 2.36 2.05 0.72 2.23 2.09 2.33 1.89 

losses due to theft, robbery, vandalism, and 
arson against the lirm (percent 01 sales) 2.41 0.65 0.69 2.63 2.64 1.20 1.81 2.44 2.40 2.45 

MACRO DIMENSION MICRO DIMENSION 

INFORMAUTY Botswana Rogion Income Small Medium large Exporter None.poner Domestic FOleign 

Sales amount reported by a typical firm lor 
tax purposes (percent) 52.78 63.62 75.64 51.82 55.47 53.01 53.54 52.75 51.71 53.50 
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Internal finance for investment (percent) 
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'" Q) 

>
c:: 

Bank finance for investment (percent) 11.64 11.60 14.10 8.23 15.89 20.53 26.04 10.75 10.37 13.41 

Informal finance for investment (percent) 3.12 3.65 2.25 4.67 0.75 0.00 0.00 3.32 4.23 1.84 

Supplier credit financing (percent) 23.15 13.82 14.08 18.63 30.97 37.08 30.74 22.81 21.90 24.71 

Value of collateral needed for a loan (percent 
of the loan amount) 106.35 154.41 165.06 111.14 112.08 81.69 104.72 90.09 129.38 

loans requiring collateral (percent) 82.82 84.14 79.22 73.57 90.97 97.26 26.25 86.47 84.19 80.78 

Annual financial statement reviewed by 
external auditor (percent) 66.22 53.23 68.91 59.74 74.23 94.18 89.68 65.18 63.15 69.26 

MACRO DIMENSION MICRO DI MENSION 

INFRASTRUCTURE Botswana Region Inoome Small Medium large Elcportef Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 12.81 29.28 20.80 10.07 12.56 29.41 13.09 15.15 7.70 


Number of electrical outages (days) 21.28 13.51 5.68 22.22 19.03 22.16 26.38 20.90 24.08 18.31 


Value lost due to electrical outages 
(percent of sales) 1.33 7.73 3.24 1.58 0.96 0.81 1.16 1.34 1.61 1.02 

Delay in obtaining a mainline telephone 
connection (days) 18.23 33.98 28.96 16.41 20.59 21.62 33.36 17.58 14.90 22.80 

Cargo lost in transit (percent of value) nla 1.40 1.35 nla nla nla nla nla nla nla 

Firms using the Web in interaction with clientsl 
suppliers (percent) 13.32 18.45 26.55 8.78 18.54 34.14 27.97 12.67 9.96 17.12 

MACRO DIMENSION MICRO DIMENSION 

INNOVATION Botswana Region locome Small Medium large Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 12.66 13.81 17.64 7.66 23.14 23.21 17.64 12.44 12.92 12.49 

New production technology (percent) 58.21 45.64 37.36 56.27 57.61 64.02 56.51 58.56 61.96 54.34 

MACRO DIMENSION MICRO DI MENSION 

JOBS Botswana Region Income Small Medium large Elcpo,ter Nonexporter OomeSli c foreign 

Firms offering formal training (percent) 37.66 32.63 29.61 29.10 47.32 42.93 49.95 35.15 34.65 40.77 

Permanent skilled workers receiving 
training (percent) 21.92 17.76 13.98 20.40 24.48 21.47 23.20 21 .66 20.44 23.46 

MACRO DIMENSION MICRO OI MENSION 

TAX ADMINISTRATION Botswana Region Income Small Medium l arge Elcporter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 1.67 3.16 2.09 1.54 1.80 2.11 1.82 1.66 1.82 1.55 

MACRO DIMENSION MICRO DI MENSION 

TRADE Botswana Region Incoma Small Medium Large ElcpOrter None'porter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 1.27 4.41 4.09 1.37 1.00 1.62 1.23 1.38 1.47 1.18 

longest time to clear direct exports through 
customs (daysl 2.74 13.52 6.96 1.67 2.94 4.39 2.45 3.57 3.26 2.48 

Average time to claim imports from customs (days) 2.27 10.89 7.52 2.38 2.35 1.95 2.16 2.30 2.08 2.41 

longest time to claim imports from customs (days) 4.04 16.72 14.90 3.96 3.86 4.45 5.14 3.74 4.03 4.05 

Firms that export directly (percent) 5.66 11.73 20.44 3.14 9.71 14.28 100.00 1.50 3.67 7.90 

Data source: Enterprise Surveys 

More data available at hnp:/Iwww.enterprisesurveys.org! 
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MACRO DIMENSION 

BUREAUCRACY Burkina Faso Region Income 

Senio, management time spent in dealing with 

requirements of government regulation (percent) 9.53 5.69 5.35 8.80 12.68 7.83 7.64 9.72 9.73 7.71 

Consistency/predictability of officials' interpre
tations of regulations affecting the firm 40.44 52.06 49.96 39.22 48.15 28.57 58.33 38.71 37.90 66.67 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Burkina Faso Region Income Small Medium Large txporter Nonexporte, Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) 5.73 2.25 2.S9 5.69 5. tS 5.50 5.75 5.83 4.30 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 34.86 18.52 20.26 39.51 22.73 16.67 16.67 37.11 38.00 0.00 

Value of gift expected to secure government 
contract (percent of contract) 10.20 3.13 4.21 11.16 7.76 6.00 7.09 10.58 10.72 4.13 

MACRO DIMENSION MICRO DIMENSION 

COURTS Burkina Faso Region IncolllG Small Medium l a'ge Exporter Nonexporter Domestic f oreign 

Confidence level in the judiciary system (percent) n/a 63.05 61.25 n/a n/a n/a n/a n/a n/a nla 

MACRO DIMENSION MICRO DIMENSION 

CRIME Burkina faso Region Income Small Med i~m l arge E!<POf\8f Nonexport.r Domestic Foreign 

Security costs (percent of sales) 1.99 1.27 1.37 2.22 1.43 1.18 2.06 2.04 1.49 

Losses due to theft, robbery, vandalism, and 

arson against the firm (percent of sales) 2.40 0.67 0.63 2.72 2.66 2.45 

MACRO DIMENSION MICRO DIMENSION 

INFORMAUTY Bur1tina Fasa Region Income Small Medium Lorge Exporter Nonexporter Domestic foreign 

Sales amount reported by a typical firm for 

tax purposes (percent) 79.28 63.04 57.95 75.48 88.20 100.00 99.17 77.24 77.50 96.67 
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MACRO DIMENSION MICRO DIMENS ION E 

FINANCE Burkina faso Region Income Small Medium LSljJe EXporter Nonexporter OomeSlJc Foreign V> 
Q) 

> 
Internal finance for investment (percent) 72.95 77.34 79.21 77.61 63.95 51.43 33.18 78.15 74.48 58.33 

c 

Bank finance for investment (percent) 16.68 11.56 10.22 8.84 33.95 47.14 65.91 10.24 14.19 40.56 
('oJ 

('oJ 

Informal finance for investment (percent) 3.16 3.63 4.39 4.35 0.00 0.00 0.00 3.57 3.49 0.00 

Supplier credit financing (percent) 14.33 14.20 13.67 13.00 18.57 17.14 30.00 12.71 13.63 21.15 

Value of collateral needed for a loan (percent 
of the loan amount) 124.28 152.18 148.05 120.80 143.00 112.00 150.00 119.52 125.87 

Loans requiring collateral (percent) 90.24 84.05 87.63 100.00 75.00 83.33 75.00 93.94 97.22 40.00 

Annual financial statement reviewed by 
external aud itor (percent) 42.75 53.75 45.84 33.01 67.86 85.71 92.31 37.60 42.40 46.15 

INFlIASTlIUCTURE 

MACRO DIMENSION 

Burkina Faso Regio n Income Small Medium 

MICRO DI MENSION 

Large Exporter Nonexporter Domestic f oreign 

Delay in obtaining an electrical connection (days) 29.91 28.84 34.75 33.06 24.80 31.95 30.84 

Number of electrical outages (days) 9.61 12.94 16.89 8.35 12.44 9.63 9.61 9.08 15.20 

Value lost due to electrical outages 
(percent of sales) 1.67 7.60 9.12 1.52 2.25 3.17 1.57 1.69 1.42 

Delay in obtaining a mainline telephone 
connection (days) 49.52 33.12 37.86 52.47 53.13 23.20 55.50 54.09 29.40 

Cargo lost in transit (percent of value) nla 1.38 1.41 n/a n/a nla nla n/a nla nla 

Firms using the Web in interaction with clients/ 

suppliers (percent) 17.99 18.24 14.62 15.38 21.43 42.86 30.77 16.67 16.67 30.77 


MACRO DIMENSION MICRO OI MENSION 

INNOVATION Burkine Faso Region Income Sme ll Medium Large Exporter Nonexporte r Domestic Foreign 

ISO certification ownership (percent) 7.35 13.76 12.07 4.95 10.71 28.57 15.38 6.50 7.32 7.69 

New production technology (percent) 26.81 45.90 50.24 24.27 28.57 57.14 38.46 25.60 24.00 53.85 

MACRO DIMENSION MICRO IlI MENSION 

JOBS Burkina Faso Region Income Small Medium Large Exporter Nonexport.r Domestic Foreign 

Firms offering formal training (percent) 32.37 32.67 34.77 24.04 50.00 85.71 53.85 30.16 31 .75 38.46 

Permanent skilled workers receiving 
training (percent) 9.38 17.97 21.29 4.73 13.96 18.08 11.75 8.80 9.96 7.00 

MACRO DIMENSION MICRO DIMENSION 

TAX ADMINISTRATION Burkina Faso Region Income Small Medium Large ExpOrter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 2.21 3.06 3.63 2.28 1.92 2.14 2.38 2.19 2.20 2.33 

MACRO DIMENSION MICRO DI MENSION 

TRADE Burkina Faso Region Income Small Medium large Exporter Nonexporter Domoslic Foreign 

Average time to clear direct exports through 
customs (days) 3.13 4.36 4.90 3.50 3.20 2.77 3.45 

Longest time to clear direct exports through 
customs (days) 6.67 13.38 22.10 6.25 7.20 6.38 7.36 

Average time to claim imports from customs (days) 5.63 10.69 13.90 6.10 4.13 6.29 3.40 6.04 5.45 6.67 
---------------------------------------------------------------------------. --------------------
longest time to claim imports from customs (days) 10.39 16.39 18.52 10.13 9.63 14.17 9.30 10.60 9.89 13.75 

Firms that export directly (percent) 11.51 11.44 7.58 1.92 32.14 71.43 100.00 2.38 9.52 30.77 

Data source: Enterprise Surveys 

More data available at http://www.enterprisesurveys.org/ 
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MACRO DIMENSION MICRO DIMENSION 

BUREAU CRACY Burundi Region Income Small Medium large Exportor Nonexporter Domestic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) 5.70 5.69 5.34 5.42 7.75 2.96 5.66 5.78 5.29 

Consistency/predictability of officials' interpre
tations of regulations affecting the firm 64.19 51.68 49.33 63.26 73.90 38.60 64.61 64.52 62.32 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Burundi Region Income Small Medium Large Exportsr Nonexporter Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) 4.40 2.18 2.82 3.93 6.71 7.56 4.36 4.46 4.10 

Firms expected to give gihs in meetings with 
tax inspectors (percent) 22.63 18.39 20.16 19.82 28.70 76.05 22.59 20.03 38.71 

Value of gih expected to secure government 
contract (percent of contract) 4.36 3.10 4.22 4.08 5.19 10.07 4.34 4.35 4.41 

MACRO DIMENSION MICRO DIMENSION 

COURTS Burundi Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Confidence level in the judiCiary system (percent) n/a 63.06 61.19 n/a n/a n/a n/a n/a n/a n/a 

MACRO DIMENSION MICRO DIMENSION 

CRIME Burundi Region Income Small Medium large Exporter Nonexperter Domestic Fe/eign 

Security costs (percent of sales) 2.29 1.26 1.37 2.42 2.05 0.44 2.25 2.37 1.79 

losses due to theh, robbery, vandalism, and 
arson against the firm (percent of sales) 3.47 0.67 0.63 4.02 0.70 3.57 3.60 2.91 

MACRO DIMENSION MICRO DIMENSION 

INRlRMAUTY Burundi Region Incoma Small Medium Large Exporter Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 
tax purposes (percent) 86.66 68.67 86.22 89.86 81.96 87.09 87.66 81.05 



Burundi2006 Investment Climate Profile 

~ 

c 
Q) 

MACRO DIMENSION MICRO DIMENSION § 
'"FINANCE Burundi Regio n Income SlJIall Medium large Exporter Nonexporter Domestic Foreign Q) 
> 
c 

Internal finan ce for investment (percent) 62.90 77.68 79.84 64.65 53.20 62.51 62.17 67.45 
N 

Ban k finance for investment (percent) 15.01 11 .51 10.08 12.90 23.77 14.85 12.62 29.82 N 

Informal finance for investment (percent) 18.81 3.22 3.76 19.69 17.11 19.29 21.41 2.73 

Supplier credit financing:..::._ rc e_ ) ________ _ ____ ____ ______ _ _______ _ _ ______ 8.60 ______ _ _(pe_ _ nt.:... 8.81 14.36 13.89 8.24 _ 9.39 23.1 9 _ _ _ 8.04 13.09

Value of collateral needed for a loan (percent 
of the loan amount) 262.35 146.52 137.75 266.41 260.78 225.14 265.94 270.88 202.57 

loans requiring collateral (percent) 97.35 83.51 86.88 96.08 100.00 100.00 97.27 96.97 100.00 

Annual financial statement reviewed by 

external auditor (percent) 14.88 54.78 47.14 12.26 27.51 25.84 14.32 14.89 14.78 

MACRO DIMENSION MICRO fJlMENSION 

INFRASTRUCTURE Burundi Reg ion Income Small Medium large Exportur Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 24.06 28.97 35.28 20.98 50.94 24.66 26.61 10.00 

Number of electrica l outages (days) 137.03 13.00 17.14 137.95 132.15 137.81 137.70 140.79 103.56 

Value lost due to electrical outages 
(percent of sales) 8.96 7.50 9.06 9.18 8.04 7.84 8.91 8.56 12.38 

Delay in obtaining a mainline telephone 
connection (days) 34.35 33.11 38.06 32.87 38.66 nla 35.41 37.55 14.20 

Cargo lost in transit (percent of value) nla 1.41 1.46 nla nla nla nla nla nla 

Firms using the Web in interaction with clients! 
suppliers (percent) 11 .55 18.42 14.77 9.27 24.01 12.76 11.13 10.40 17.96 

MACRO OIMENSION MICRO il lMENSION 

INNOVATION Burundi Region Income Small Medium large Exporter Nonexponer Domestic Foreign 

ISO certification ownership (percent) 7.07 13.93 12.26 4.83 16.86 22.05 6.58 6.38 10.88 

New production technology (percent) 22.02 46.17 50.71 20.05 28.12 21.91 21.46 21.55 23.71 

MACRO DIMENSION MICRO DIMENSION 

JOBS Burundi Region Income Small Medium l arue Exporter Nonexporter Domestic Foreign 

Firms offering formal training (percent) 22.10 32.83 35.08 20.54 21 .44 43.83 21.53 25.81 8.98 

Permanent skilled workers receiving 
training (percent) 10.18 18.05 21.46 11.70 7.50 2.19 10.23 12.29 2.69 

MACRO DIMENSION MICRO UIMENSION 

TAX ADMINISTRATION Burundi Region Income Small Medium large ExpDrter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 2.11 3.09 3.69 2.05 2.42 2.14 2.10 2.05 2.53 

MACRO DIMENSION MICRO UIMENSION 

TRADE Burundi Region Income Small Medium Large Exporter Nonexporter Domestic fOreign 

Average time to clear direct exports through 
customs (days) 4.35 4.88 nla nla 

Longest time to clear direct exports through 
customs (days) 13.37 22.05 nla nla 

Average time to claim imports from customs (days) 9.45 10.68 13.91 10.12 9.87 9.64 10.68 7.75 

longest time to claim imports from customs (days) 20.87 16.33 18.42 20.95 21.00 21.44 20.45 21.45 

Firms that export directly (percent) 1.57 11.73 7.88 0.72 5.30 7.26 0.00 0.93 5.17 

Data source: Enterprise Surveys 

More data available at http://www.enterprisesurveys.org/ 
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MICRO DIMENSION 

Exporter Nonexporter Domestic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) 12.80 5.66 6.35 13.57 14.30 9.02 11.07 13.18 13.45 10.93 

Consistency/predictability of officials' interpre 
tations of regulations affecting the firm 17.06 52.20 57.50 16.87 13.73 22.22 15.00 17.83 16.41 19.51 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Cameroon Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) 2.58 2.25 0.86 2.91 3.08 1.26 1.96 2.81 2.98 0.92 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 64.66 18.25 11.84 65.71 75.00 48.48 52.78 70.00 71.95 47.06 

Value of gift expected to secure government 
contract (percent of contrect) 7.28 3.13 0.96 8.39 6.00 5.88 3.63 8.58 8.09 4.56 

MACRO DIMENSION MICRO DIMENSION 

COURTS Cameroon Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Confidence level in the judiciary system (percent) nla 63.06 66.93 n/a nla nla n/a n/a n/a n/a 

MACRO DIMENSION MICRO DIMENSION 

CRIME Cameroon Region Income Small Medium Lerge Exporter Nonexporter Domestic Foreign 

Security costs (percent of sales) 0.98 1.27 1.02 1.24 1.23 0.42 0.62 1.15 1.21 0.46 

losses due to theft, robbery, vandalism, and 
arson against the firm (percent of sales) 3.00 0.67 0.76 2.06 4.97 1.06 2.87 3.06 3.38 1.89 

MACRO DIMENSION MICRO DIMENSION 

INFORMAUTY Cameroon Region Income Small Med ium Latge Exporter Nonexporter Domestic Foreign 

Sales amount reported by a typicallirm for 
tax purposes (percent) 88.94 62.94 72.26 82.43 92.56 99.32 96.67 86.90 86.23 97.13 
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MACRO DIMENSION MICRO DIMENSION § 
RNANCE Cameroon Region Income Small Medium Large El<p orter Nonexporter Domestic Foreign 

V) 
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Internal finance for investment (percent) 67.88 77.36 74.31 72.34 61.18 67.75 62.66 70.29 67.92 69.67 
c 

Bank finance for investment (percent) 12.39 11.58 13.82 6.47 12.37 23.16 20.46 8.46 9.51 17.25 
N 

N 

Informal finance for investment (percent) 6.35 3.61 2.29 7.98 9.21 0.00 1.43 8.38 8.05 2.22 

Supplier credit financing (percent) 16.12 14.20 15.17 14.47 13.78 23.25 19.67 15.30 13.70 24.68 

Value of collateral needed for a loan (percent 
of the loan amount) 130.98 152.27 158.80 148.89 127.18 127.33 133.18 129.37 128.36 136.88 

Loans requiring collateral (percent) 90.16 84.00 79.36 81 .82 96.55 85.71 85.71 93.94 94.87 81.82 

Annual financial statement reviewed by 
external auditor (percent) 94.74 53.63 68.34 90.36 98.08 100.00 100.00 93.08 94.57 95.12 

MACRO DIMENSION MICRO UI MENSION 

INFRASTRUCTURE Cameroon Reg ion Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 58.00 28.75 20.04 78.14 59.18 62.64 

Number of electrical outages (days) 12.94 12.93 4.90 15.09 12.12 11.61 11.24 13.70 14.68 8.50 

Value lost due to electrical outages 
(percent of sales) 4.09 7.61 3.06 4.20 3.96 4.15 3.21 4.47 4.83 2.03 

Delay in obtaining a mainline telephone 
connection (days) 73.11 32.91 27.19 75.56 51.00 68.44 77.78 78.18 65.14 

Cargo lost in transit (percent of value) nJa 1.37 1.29 nla nla nla nla nla nla nla 

Firms using the Web in interaction with clients! 

suppliers (percent) 13.95 18.24 25.03 4.76 19.23 27.78 25.00 10.77 13.95 14.63 


MACRO DIMENSION MICRO DI MENSION _ 

INNOVATION Cameroon Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 16.37 13.72 16.94 9.64 17.31 30.56 40.00 9.30 10.94 34.15 

New production technology (percent) 35.29 45.97 38.40 31.71 34.62 44.44 27.50 38.28 35.94 35.00 

MACHO DIMENSION MICRO DI MENSION 

JOBS Cameraon Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Firms offering formal training (percent) 35.50 32.62 29.61 22.22 46.15 50.00 50.00 31.25 30.71 48.78 

Permanent skilled workers receiving 
training (percent) 8.06 17.95 14.39 9.36 6.58 8.76 10.03 7.14 8.49 7.07 

MACRO DIMENSION MICRO DI MENSION 

TAX ADMINISTRATION Ca meraon Region Income Small Medium Large El<porter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 

tax officials (days) 4.89 3.05 1.89 4.80 5.00 4.92 4.60 5.02 5.29 3.73 

MACRO DIMENSION MICRO Ul MENSION 

TRADE Cameroon Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 4.42 4.35 4.00 4.44 4.75 4.17 5.29 5.31 3.78 

Longest time to clear direct exports through 
customs (days) 8.58 13.41 6.85 8.11 9.50 7.38 12.71 10.54 7.17 

Average time to claim imports from customs (days) 8.42 10.70 7.21 9.67 8.13 8.26 9.52 7.37 9.37 7.45 


Longest time to claim imports from customs (days) 21.98 16.31 14.1 2 19.11 24.20 20.97 20.83 23.03 27.18 15.90 


Firms that export directly (percent) 28.82 11.35 18.38 8.54 26.92 77.78 100.00 6.92 14.84 73.17 

Data source: Enterprise Surveys 

More data available at hnp:/Iwww.emerprisesurveys. org/ 
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MACRO DIMENSION MICRO DIMENSION 

BUREAUCRACY Cape Verde Region Income Smell Medium Large Exp orter Nonexporter Domastic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) 12.17 5.68 6.43 9.19 19.54 12.29 12.13 12.56 

Consistencylpredictability of officials' interpre
tations of regulations affecting the firm 59.38 52.00 56.80 58.82 62.96 58.95 59.77 55.56 

MACRO DIMENSION MICRO DIMENSION 

CO RRUPTION Cape Verde Aeglon Income Smell Medium Large Exporter Nonexporter Domestic Foreign 

Unofficia l payments for typicallirm to get 
things done (percent of sales) 0.02 2.25 0.88 0.00 0.06 0.03 0.03 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 13.79 18.53 13.14 7.69 20.00 14.29 15.38 

Value of gift expected to secure government 
contra ct (percent of contract) 0.51 3.15 1.01 0.74 0.04 0.51 0.56 0.00 

MACRO OIMENSION MICRO DIMENSION 

COURTS Cape Verde Region Income Small Medium large Exponar Nonexponer Domestic Foreign 

Confidence level in the judiciary system (percent) nla 63.06 66.90 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

CRIME Cape Verde Region Income Small Medium Large .Exporter Nonexponer Domestic Foreign 

Security costs (percent of sales) 1.11 1.27 1.02 1.97 0.53 1.14 1.18 

Losses due to theft. robbery, vandalism, and 
arson against the firm (percent of sales) 2.22 0.67 0.75 2.37 2.23 nla 2.22 1.80 

MACRO DIMENSION MICRO DIMENSION 


INFORMAUTY Cape Verde Region Income Small Medium largo Exporter NoneJCporte r Domestic FOlelg~ 


Sales amount reported by a typical firm for 
tax purposes (percent) 92.90 63.06 72.52 91.58 95.56 92.82 92.28 100.00 
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Bank finance for investment (percent) 21 .06 11.59 13.80 17.55 27.37 nla 21.06 21.00 21.67 
N 

N 

Informal finance for investment (percent) 3.17 3.64 2.36 4.41 0.00 nla 3.17 1.92 16.67 

Supplier credit financing (percent) 5.72 14.22 15.22 2.57 14.40 5.78 6.33 0.00 

Value of collateral needed for a loan (percent 

of the loan amount) 118.24 152.17 158.43 72.86 155.56 nla 118.24 119.38 

loans requiring collateral (percent) 85.71 84.05 79.54 87.50 83.33 nla 85.71 85.00 

Annual financial statement reviewed by 

external auditor (perc ent) 42.86 53.79 68.68 35.71 62.96 42.27 42.70 44.44 

MACRO DIMENSION MICRO DIMENSION 

INFRASTRUCTURE Ca pe Ve rde Region Incame Small Medium Largo Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 28.84 20.28 nla nla nla 

Number of electrical outages (days) 13.14 12.92 4.93 14.35 12.22 12.88 11.61 

Value lost due to electrical outages 

(percent of sales) 6.87 7.59 3.04 6.05 8.28 7.01 6.87 

Delay in obtaining a mainline telephone 

connection (days) 8.89 33.18 27.78 10.33 nla 8.89 8.89 nla 

Cargo lost in transit (percent of value) nla 1.36 1.26 nla nla nla nla nla nla nla 

Firms using the Web in interaction with clientsl 
suppliers (percent) 10.20 18.24 24.99 2.86 29.63 10.31 10.11 11 .11 

203MACRO DIMENSION MICRO DIMENSION 

INNOVATI ON Cape Verde Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 12.24 13.77 17.04 12.86 11.11 12.37 12.36 11 .11 

New production technology (percent) 34.02 45.88 38.32 35.71 26.92 34.38 34.09 33.33 

MACRO DIMENSION MICRO DIMENSION 

JOBS Capo Verde Region Income Small Medium Lafge Exporter Nonexporter Domestic Foreign 

Firms offering formal training (percent) 39.80 32.68 29.78 37.14 48.15 39.18 38.20 55.56 

Permanent skilled workers receiving 

training (percent) 9.47 17.99 14.50 7.09 13.34 9.67 8.43 

MACRO OIMENSION MICRU UIMENSION 

TAX ADMINISTlIATION Cape Verde Region Income Small Medium La rge Exporter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 

tax officials (days) 0.73 3.07 1.95 0.69 0.81 0.73 0.71 0.89 

MACRO DIMENSION MICRO DIMENSION 

TRADE C~pe Verde Region Income Small Medium Large Exporter Nonaxporter Domestic Foreign 

Average time to clear direct exports through 

customs (days) 4.35 4.00 nla nla nla 

longest time to clear direct exports through 
customs (days) 13.35 6.87 nla nla nla 

Average time to claim imports from customs (days) 10.58 10.67 7.21 11.22 10.36 10.70 11.15 

longest time to claim imports from customs (days) 18.70 16.35 14.25 22.67 16.23 19.09 20.05 

Firms that export directly (percent) 3.06 11.48 18.71 0.00 11.11 2.06 0.00 33.33 

Data source : Enterprise Surveys 

More data available at hnp:/Iwww.enterprisesurveys.org/ 
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BUREAUCRA.CY 
MACRO DIMENSION 

Congo, Dem.Rep. Region 

Anti- Tax adminis· Trans· 
compelilive tration portation 
or informal 
practices 

Income Small Medium Large 

Businass Crime. Corruption 
licensing a theft & 
oplraling disorder 
permits 

MICRO DIMENSION 

Exporter Nonexporter Domestic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) 6.31 5.67 5.30 5.52 9.94 7.98 13.14 6.22 5.91 8.42 

Consistencylpredictability of officials' interpre
tations of regulations affecting the firm 36.33 52.85 50.97 37.06 35.01 20.47 50.58 36.26 34.65 45.32 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Congo, Dem.Rep. Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) 3.68 2.15 2.81 3.68 3.83 2.74 5.67 3.63 3.69 3.64 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 64.42 15.70 16.60 65.67 63.18 36.73 48.03 65.26 69.58 40.17 

Value of gift expected to secure government 
contract (percent of contract) 7.98 2.88 3.91 7.86 9.12 4.44 11.22 7.91 8.35 6.10 

MACRO DIMENSION MICRO DIMENSION 

COURTS Congo, Dem.Rep. Region Income Small Medium Large &cporte, Nonexporter Domestic Foreign 

Confidence level in the judiciary system (percent) nla 64.14 62.74 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

CRIME Congo, Dem.Rep. Region Income Small Medium Large Ex~orter Nonexporter Domestic Foreign 

Security costs (percent of sales) 2.12 1.30 1.43 2.16 2.34 0.96 0.54 2.18 2.13 2.09 

Losses due to theft, robbery, vandalism, and 
arson against the firm (percent of sales) 6.03 0.64 0.58 6.16 5.44 6.08 5.66 10.62 

MACRO DIMENSION MICRO OIMENSION 

INFORMAUTY Congo, Dem.Rep. Region Income Smell Medium La rge Exporter Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 
tax purposes (percent) 62.86 63.10 57.63 60.84 70.43 78.41 50.14 63.14 59.27 82.05 
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Bank finance for investment (percent) 2.05 12.01 10.86 1.28 4.70 3.80 16.03 1.73 0.51 13.65 
N 

N 

Informal finance for investment (percent) 5.90 3.53 4.28 6.59 4.47 0.00 0.00 4.87 6.41 2.06 

Supplier credit financing (percent) 13.88 14.23 13.68 12.77 17.03 29.73 27.62 13.53 13.10 18.07 

Value of collateral needed for a loan (percent 

of the loan amount) 129.08 152.36 148.27 113.28 151.63 129.65 106.63 156.85 

loans requiring collateral (percent) 91.19 83.98 87.55 86.29 100.00 90.57 89.29 93.65 

Annual financial statement reviewed by 

external auditor (percent) 17.21 55.57 48.11 12.98 32.51 53.98 48.03 16.68 14.37 32.43 

MACRO DIMENSION MICRO UIMENSION 

INFRASTRUCTURE Congo, Dem.Rep. Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 14.00 29.13 35.45 13.20 13.69 13.85 

Number of electrical outages (days) 177.97 12.77 16.94 168.10 224.65 IIII 125.06 179.61 174.11 198.67 

Value lost due to electrical outages 
(percent of sales) 5.12 7.73 9.44 5.18 5.03 3.49 2.08 5.17 5.34 3.99 

Delay in obtaining a mainline telephone 

connection (days) 29.23 33.19 38.08 30.37 29.05 31.80 30.17 

Cargo lost in transit (percent of value) nla 1.42 1.48 nla nla nla nia n/a nla nla 

Firms using the Web in interaction with clientsl 

suppliers (percent) 5.70 18.86 15.34 3.33 14.98 21.59 26.64 5.31 5.00 9.50 

- MACRO DIMENSION MICRO OI MENSION 

INNOVATION Congo, Dem.Rep. Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 4.34 14.23 12.66 2.97 8.53 21.59 23.94 3.96 2.88 12.15 

New production technology (percent) 20.58 46.61 51.54 12.50 27.64 55.95 67.78 17.21 16.14 30.51 

MACRO DIMENSION MICRO DIMENSION 

JOBS Congo, Dem.Rep. Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Firms offering formal training (percent) 11.39 33.25 35.89 9.25 11.41 28.72 45.19 8.98 9.60 15.39 

Permanent skilled workers receiving 

training (percent) 6.93 17.92 21 .21 5.49 9.13 9.15 12.99 6.49 6.33 8.25 

MACRO DIMENSION MICRO OI MENSION 

TAX ADMINISTRATION Cong o, Dem.Rep, flog Ion Income SmeO Medium large Exporter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 

tax officials (days) 9.20 2.81 3.28 8.65 10.57 15.43 8.98 9.25 8.72 11.49 

MACRO DIMENSION MICRO DIMENSION 

TlIADE Congo, Oem.Rep. Rugion Income Small Medium large Exporter Nonexporter Domestic f oreign 

Average time to clear direct exports through 

customs (days) 3.60 4.36 4.91 3.75 3.60 nla 3.25 4.06 

longest time to clear direct exports through 

customs (days) 6.74 13.41 22.29 6.68 6.74 n/a 6,29 7.33 

Average time to claim imports from customs (days) 11.43 10.64 13.84 12.65 11.99 3.97 13.25 12.06 

longest time to claim imports from customs (days) 23.93 16.29 18.34 25.04 24 .70 21.49 8.24 27.61 27.62 23.18 

Firms that export directly (percent) 2.01 11.92 8.05 0.66 6.64 15.14 100.00 0.00 1.36 5.48 

Data source : Enterprise Surveys 

More data available at http://www.enterprisesurveys .org/ 
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MACRO DIMENSION 

BUREAUCRACY Egypt Aegion Income Small Medium Large 

Customs Labor leglf 

&. trld. regulalions systlm! 


regufations conltict 

resolUlion 

MICRO DIMENSION 

Exporter Nonexporter Domestic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) nla 5.69 6.46 nla nla nla nla nla nla nla 

Consistencylpredictability of officials' interpre
tations of regulations affecting the firm nia 52.03 56.85 n/a nla n/a nla n/a n/a nla 

MACRO DIMENSION MICRO OIMENSION 

CO RRUPTION Egypt Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sal es) 1.34 2.38 0.90 1.31 1.38 1.35 1.03 1.41 1.33 1.70 

Firms expected to give gilts in meetings with 
tax inspectors (percent) 27.74 18.28 8.05 24.26 30.92 29.48 27.27 27.66 26.98 45.95 

Value of gilt expected to secure government 
contract (percent of contractl 0.19 3.39 1.22 0.18 0.20 0.17 0.15 0.20 0.19 0.22 

MACRO OIMENSION MICRO DIMENSION 

CO URTS Egypt Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Confidence level in the judiciary system (percent) nia 63.40 68.22 nla n/a n/a n/a nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

CRIME Egypt Region Income Small Medium l arge Exporter Nonexportar Domestic Foreign 

Security costs (percent of sales) n/a 1.27 1.02 n/a n/a n/a n/a nla n/a n/a 

losses due to thelt. robbery. vandalism. and 
arson against the firm (percent of sales) nla 0.67 0.75 nla nla n/a nla n/a nla nla 

MACRO DIMENSION MICRO DIMENSION 

INFORMAUTY Egypt Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 
tax purposes (percent) 83.15 61.39 69.41 81.25 83.71 86.34 83.78 82.97 83.20 81.96 
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FINANCE Egypt Region Income Small Medium Large Exporter Non exp0rler Domesl ic Foreign 
(I) 

Q) 

> 
Internal finance for investment (percent) 86.15 76.63 71.05 90.05 86.96 77.44 80.45 87.29 86.10 87 .15 

c 

Bank finance for investment (percent) 6.93 11.88 15.46 3.90 6.64 13.12 13.42 5.76 6.96 6.36 
N 

N 

Informal finance for investment (percent) 0.90 3.74 2.28 1.41 0.69 0.32 0.09 1.05 0.94 0.00 

Supplier credit financing (percent) 1.43 15.20 18.73 1.13 1.39 2.19 2.18 1.30 1.39 2.28 

Value of collateral needed for a loan (percent 
of the loan amount) 123.60 153.64 163.15 121.76 127.52 120.92 112.64 127.55 123.37 127.50 

Loans requiring collateral (percent) 89.41 83.93 78.74 93.62 88.71 86.89 90.70 88.89 88.89 100.00 

Annual financial statement reviewed by 
external auditor (percent) 81 .45 51.56 64.93 69.19 89.37 93.58 95.92 78.81 80.79 97.44 

MACRO DIMENSION MICRO DI MENSION 

INFRASTRUCTURE Egypt Region Income Sme ll MedIum Large £l(porte r Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 80.11 28.49 18.50 85.20 80.00 76.00 140.00 62.27 82.14 

Number of electrical outages (days) 13.91 13.09 3.34 14.61 13.63 12.90 14.53 13.84 14.06 10.22 

Value lost due to electrical outages 
(percent of sales) 4.57 7.80 2.47 4.59 4.98 3.56 3.58 4.73 4.67 1.44 

Delay in obtaining a mainline telephone 
connection (days) 89.76 32.62 26.02 61.76 100.71 99.17 130.00 74.49 92.98 12.00 

Cargo lost in transit (percent of value) 1.29 1.45 1.49 1.43 1.11 1.35 1.08 1.33 1.31 0.81 

Firms using the Web in interaction with clients/ 
suppliers (percent) 19.08 17.48 24.14 5.23 20.71 47.06 54.73 12.62 17.95 46.15 

MACRO OIMENSION MICRO DI MENSION 207 
INNOVATION Egypt Regio n Income Smell Medium Large Exp ortor Nonexporter Dome'1lic Foreign 

ISO certification ownership (percent) 8.80 13.64 17.49 0.71 5.06 35.20 35.51 4.18 7.73 36.11 

New production technology (percent) 10.54 49.49 47.98 3.55 11.44 24.47 26.35 7.51 9.59 33.33 

MACRO DIMENSION MICRO DI MENSION 

JOBS Egypt RegIon Income Smell Medium urge Exporter Nonexporler Domestic Foreign 

Firms offering formal training (percent) 11.6JJ 35.59 37.20 2.61 12.30 31.02 30.61 8.24 11.00 28.21 

Permanent skilled workers receiving 
training (percent) 17.19 20.26 18.52 33.26 21 .99 9.90 11.54 21.19 16.86 20.29 

MACRO DIMENSION MICRO DI MENSION 

TAX ADMINISTRATION Egypt Region Incom. Sma ll Medium Large Exporter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 

tax officials (days) 5.31 2.97 1.29 4.62 5.50 6.61 5.20 5.33 5.27 6.41 

MACRO DIMENSION MICRO DI MENSION 

TRADE Egypt Reglo)l Income Small Medium Larg. Exporter Nonexporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 4.78 3.84 2.89 5.38 5.30 4.39 4.91 3.92 4.88 3.95 

Longest time to clear direct exports through 
customs (days) 8.77 13.84 5.32 11.38 9.16 8.18 9.10 7.09 8.93 7.55 

Average time to claim imports from customs (days) 8.52 11.12 7.39 7.42 9.24 8.19 8.38 8.54 8.47 8.96 


Longest time to claim imports from customs (days) 17.20 16.85 14.83 15.16 19.20 16.10 16.64 17.66 16.77 20.50 


Firms that export directly (percent) 18.99 10.47 17.12 3.32 18.03 56.45 100.00 4.48 17.54 53.85 

Data source: Enterprise Surveys 

More data available at hnp:/Iwww.enterprisesurveys.org/ 


http:hnp:/Iwww.enterprisesurveys.org


Q.) 

o
a:: 

'" Eritrea 2002 Investment Climate Profi 'le 
Q.) 

ro 
u 

E 
Top 10 constraints perceived by entrepreneurs 

c:: 
Q.) 

§ 
Cl.) '" 
>c:: 

N 

N 

100 

..• 
I -II 

80 

_0

t'i 60 

i f
=' 40 ~ 

'I 0

-i'I 20e ' -1:1. 

0 

• Eritrea -0- Africa -0- Low income 

Macro
economic 
instability 

Access 
to finance 

(availebirlly 
and cost) 

Sldlls & 
education 

of avaHable 
work... 

Electricity Access 
to land 

economic & 
regulatory 

poRcy 
unURe11lly 

Tax rat8$ Trans
ponation 

Tax aclminis
tration 

Telecom
munications 

208 

BUREAUCRACY 

MACAO DIMENSION 

Eritrea Reg ion Income Small Medium 

MICRO DIMENSION 

Large Exporter Nonexporter Domestic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) 3.77 5.70 5.36 2.09 4.14 4.91 5.73 3.48 3.61 5.19 

Consistencylpredictability of officials' interpre
tations 01 regulations affecting the firm nla 52.03 49.93 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Eritrea Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Unofficial payments for typicallirm to get 
things done (percent of sales) 0.21 2.26 2.91 0.50 0.09 0.11 0.00 0.23 0.23 0.00 

Firms expected to give gifts in meetings with 
tax inspeclors (percent) nla 18.53 20.26 nla nla nle nla nla nla nla 

Value of gift expected to secure government 
contract (percent 01 contract) nla 3,14 4,22 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

COURTS Eritrea Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Confidence level in the judiciary system (percent) nla 63,06 61 .27 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

CRIME Eritre. Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Security costs (percent 01 sales) nla 1.27 1.37 nla nla nla nla nla nJa nla 

Losses due to theft, robbery, vandalism, and 
arson against the firm (percent of sales) nla 0.67 0.63 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

INFORMALITY Eritrea Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 
tax purposes (percent) 84.20 63.04 57.95 75,57 84.76 91.33 90,00 82.89 84.12 85.00 
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Bank finance for investment Ipercent) 30.50 11 .53 10.15 25.00 42.74 10.33 30.54 33.27 0.00 

Informal finance for investment Ipercent) 0.58 3.64 4.41 0.00 1.13 0.00 0.63 0.64 0.00 

Supplier credit financing Ipercent) 0.26 14.26 13.75 0.00 0.53 0.00 0.00 0.29 0.29 0.00 

Value of COllateral needed for a loan Ipercent 
of the loan amount) 168.06 151.96 147.64 152.60 179.49 170.88 170.46 

Loans requiring collaterallpercent) 85.71 84.05 87.64 83.33 91.30 66.67 84.85 87.88 
--~-------------------------------------------------------------------

Annual financial statement reviewed by 
external auditor Ipercent) 89.74 53.66 45.69 75.00 94.74 95.00 100.00 88.41 88.57 100.00 

MACRO DIMENSION MICRO OI MENSION 

INFRASTRUCTURE Eritraa Region Income Small Medium l arge Expo" r Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection Idays) 65.42 28.55 34.29 44.00 103.00 19.20 63.81 67 .39 

Number of electrical outages Idays) 93.89 12.70 16.54 51.00 89.65 144.00 86.40 95.06 95.82 78.00 

Value lost due to electrical outages 
Ipercent of sales) 5.45 7.60 9.13 0.47 7.06 7.18 2.36 5.80 5.68 3.75 

Delay in obtaining a mainline telephone 
connection Idays) 256.31 32.20 36.15 278.33 322.08 58.80 278.14 230.79 

Cargo lost in transit Ipercent of value) 0.36 1.40 1.44 0.05 0.69 0.03 0.20 0.38 0.37 0.25 

Firms using the Web in interaction with clientsl 
suppliers Ipercent) 10.13 18.27 14.67 0.00 17.95 5.00 20.00 8.70 9.86 12.50 

MACRO DIMENSION MICRO llIMENSION 

INNOVATION Eritrea Region Income Small Madium Large Exporter Nonexporter Domestic Foreign 

ISO certification ownership Ipercent) 6.58 13.77 12.08 0.00 7.89 10.00 10.00 6.06 7.35 0.00 

New production technology Ipercent) nia 45.85 50.12 nla nla nia nla nia nla nia 

MACRO DIMENSION MICRO DIMENSION 

JOBS Eritree Region Income Smell Medium Large Exporter Nonexporter Domestic Foreign 

Firms offering formal training Ipercent) 20.27 32.79 34.98 11.76 17.95 33.33 66.67 13.85 19.40 28.57 

Permanent skilled workers receiving 

training I percent) 18.04 21.40 nla nia 

MACRO DIMENSION MICRO DI MENSION 

TAX ADMINISTRATION Eritrea Region Income Sma ll Medium Large Exporter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 

tax officials Idays) nia 3.06 3.62 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DI MENSION 

TBADE Erilrea Reghm Income Small Medium Large Exparter Nonexporter Domestlc Foreign 

Average time to clear direct exports through 
customs Idays) 3.18 4.36 4.90 3.83 3.40 3.50 

Longest time to clear direct exports through 
customs Idays) 3.90 13.38 22.09 2.20 4.22 4.22 

Average time to claim imports from customs Idays) 8.89 10.69 13.93 10.11 8.03 10.15 7.00 9.32 928 

Longest time to claim imports from customs Idays) 16.40 16.38 18.52 16.75 13.50 23.31 12.30 17.35 17.24 

Firms that export directly Ipercent) 13.92 11.46 7.60 5.00 15.38 20.00 100.00 1.45 14.08 12.50 

Data source: Enterprise Surveys 
_____M_o_re data available at hnp:/Iwwvv.enterprisesurveys. orgl 
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MACRO DIM ENSION MICRO DIMENSION 

BUREAUCRACY EthioplJI Regio n Income Small Mediu m Large El<porter Nonexporter Domestic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) 2.05 5.75 5.44 1.81 3.07 1.84 4.74 1.90 1.93 4.05 

Consistencylpredictability of officials' interpre
tations of regulations affecting the firm nla 52.03 49.93 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO OIMENSION 

CORRUPTION Ethiopia Region Income Small M.dium Largo Exporter Nonexporter Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) nla 2.25 2.89 nla nla nla nla nI. nla nla 

Firms expected to give gifts in meetings with 
tax inspectors (percent) nla 18.53 20.26 nla nla nla nla nla nla nla 

Value of gift expected to secure government 
contract (percent of contract) nla 3.14 4.22 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

COURTS Ethiopia Region Income Small Medium Large El<porter Nonexporter Domestic Foreign 

Confidence level in the judiciary system (percent) nla 63.06 61.27 nla nla nla nja nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

CRIME Ethiopia Re gion Income Small Medium La rge El<porler Nonexporter Domestic Foreign 

Security costs (percent of sales) 0.75 1.28 1.39 0.75 0.71 0.78 0.81 0.75 0.72 1.23 

Losses due to theft, robbery, vandalism, and 
arson aga inst the firm (percent of sales) 0.39 0.67 0.63 0.45 0.47 0.15 0.11 0.41 0.39 0.12 

MACRO DIMENSION MICRO DIMENSION 

INFORMALITY Ethiopia Region Income Small Medium Large El<porter Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 
tax purposes (percent) nla 63.09 58.03 nla nla nla nla nla nla nla 
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Bank finance for investment (percent) 21.24 11.48 10.06 14.66 22.43 32.36 22.75 21.10 21.27 22.25 

Informal finance for investment (percent) 5.05 3.61 4.37 7.97 4.36 0.18 0.67 5.43 5.55 0.00 

Supplier credit financing (percent) 3.81 14.38 13.93 4.27 3.31 2.95 3.10 3.87 3.80 0.00 

Value of collateral needed for a loan (percent 

of the loan amount) 128.57 153.33 149.70 137.24 117.38 122.09 121.58 128.44 128.27 154.23 

Loans requiring collateral (percent) 62.03 85.55 90.91 46.86 77.63 89.66 95.00 60.32 61.01 94.44 

Annual financial statement reviewed by 
external auditor (percent) 35.14 54.05 46.13 10.12 53.85 92.05 76.19 32.91 33.25 75.00 

MACRO DIMENSION MICRO DIM ENSION 

INFlIASTRUCTURE Ethiopia Region Income Small Medium large El\Jlorter Nonexponer Domestic Foreign 

Delay in obtaining an electrical connection (days) 105.53 26.97 31.n 124.75 101.26 68.39 70.63 108.19 107.08 98.14 

Number of electrical outages (days) nla 12.25 15.95 nla nla nla nla nla nla nla 

Value lost due to electrical outages 
(percent of sales) 4.91 7.64 9.22 5.05 5.87 3.53 6.37 4.87 4.96 4.30 

Delay in obtaining a mainline telephone 
connection (days) 130.79 30.87 33.75 138.67 142.44 103.72 78.90 134.40 128.71 171.91 

Cargo lost in transit (percent of value) 0.97 1.41 1.46 0.88 0.89 1.31 0.60 1.00 0.84 1.01 

Firms using the Web in interaction with clientsl 

suppliers (percent) 6.34 18.43 14.85 1.56 15.19 12.36 38.10 4.75 5.78 20.00 

MACRO DIMENSION MICRO DI MENSION 

INNOVATION Ethiopia Region Income Small Medium l arge Exporter Nonexporter Domestjc Foreign 

ISO certification ownership (percent) 2.34 13.94 12.30 0.78 0.00 8.99 4.76 2.24 2.26 0.00 

New production technology (percent) nla 45.85 50.12 nla nla nla nla nla nla nla 

MACAO DIMENSION MICRO DI MENSION 

JOBS Ethiopia Region Income Small Mediuln Ulrge Exporter Nona.porter Domestic Fore ign 

Firms offering formal training (percent) 22.09 33.08 35.62 5.69 32.47 58.43 57.14 20.47 20.47 45.00 

Permanent skilled workers receiving 
training (percent) nla 19.13 24.21 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO OI MENSION 

TAX ADMINISTRATION Ethiopia Region Inco me. Small Medium large El<poner Nonexporter Domestic foreign 

Average time firms spent in meetings with 

tax officials (days) 7.32 2.99 3.53 5.38 11.50 9.55 13.35 6.99 6.63 11.45 

MACRO DIMENSION MICRO OI MENSION 

TRADE Ethiopia Region Income Small Medium large El<purter Nanexpartor DomoSlic Foreign 

Average time to clear direct exports through 
customs (days) 4.21 4.34 4.87 2.88 4.67 3.32 6.11 3.62 5.33 

longest time to clear direct exports through 
customs (days) 6.89 13.40 22.26 4.63 7.83 5.84 9.11 6.62 6.50 

Average time to claim imports from customs (days) 11 .36 10.66 13.92 12.94 12.00 10.48 14.44 10.77 11.92 9.29 

longest time to claim imports from customs (days) 21.07 16.28 18.36 20.57 23.25 19.89 26.75 19.98 22.38 16.50 

Firms that export directly (percent) 6.64 11.55 7.65 0.79 14.10 16.85 100.00 1.75 5.32 31.58 

Data source: Enterprise Surveys 

More data available at http://www.enterprisesurveys.org/ 
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MACRO DIMENSION MICRO DIMENSION 

BUREAUCRACY Gambia Region Income Small Medium Large Exponer ND nexportel DomeSlic forBlgn 

Senior management time spent in dealing with 

requirements of government regulation ~ percent) 6.28 5.69 5.34 5.61 7.33 9.38 11.15 6.01 5.88 7.10 

Consistencylpredictability of oHicials' interpre

tations of regulations aHecting the firm 56.02 51.99 49.84 58.44 47.34 72.09 61.80 55.74 55.18 57.93 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Gambia Region Income Small Medium Large Exponer Nonexponer D{)mestic Foreign 

UnoHicial payments for typical firm to get 
things done (percent of salesl 3.32 2.24 2.89 3.41 3.22 3.93 3.30 3.39 3.16 

Firms expected to give gifts in meetings with 

tax inspectors ~percent) 13.68 18.57 20.35 18.22 2.94 0.00 14.32 12.27 16.88 

Value of gift expected to secure government 

contract (percent of contract) 4.30 3.13 4.22 4.31 4.62 4.54 4.29 4.18 4.57 

MACRO DIMENSION MICRO DIMENSION 

COURTS Gambia Region Income Small Medium Large Exponer Nonexponer DomeSlie Foreign 

Confidence level in the judiciary system (percent) nla 62.98 61 .13 nla nla nla nla nla nla nia 

MACRO DIMENSION MICRO OIMENSION 

CRIME Gambia Region Income Small Medium Large Exporter NonexpotUr Domes1lc Foraign 

Security costs (percent of sales) 3.17 1.25 1.35 2.96 3.79 2.87 5.01 3.08 3.47 2.55 

Losses due to theft, robbery, vandalism, and 

arson against the firm [percent of sales) 1.19 0.66 0.62 1.42 0.72 0.48 1.72 1.17 1.07 1.47 

MACRO DIMENSION MICRO DIMENSION 

INFORMAlITY Gambia Region Income Small Medium Large Exporter Nonuporter Domastic Foreign 

Sales amount reported by a typical firm for 

tax purposes (percent) 32.42 63.37 58.39 28.98 38.52 54.09 51.55 31.71 31.13 35.47 
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Bank finance for investment (percent) 9.18 11.62 10.30 4.23 15.04 9.26 7.32 14.07 
N 

N 

Informal finance for investment (percent) 6.58 3.61 4.36 7.57 4.22 7.01 6.15 7.73 

Supplier credit financing (percent) 34.72 14.03 13.41 32.69 40.32 32.45 29.80 34.96 33.64 37.17 

Value of collateral needed for a loan (percent 
of the loan amount) 183.85 151 .84 147.43 131.57 220.43 191.18 150.91 228.75 

Loans requiring collateral (percent) 86.54 84.04 87.63 80.56 93.74 84.96 82.79 91.69 

Annual financial statement reviewed by 
external auditor (percent) 32.51 53.95 46.05 20.13 54.05 100.00 53.24 31.50 26.38 46.44 

MACRO lJlMENSION MICRO DIMENSION 

INFRASTRUCTURE Gambia Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 41.59 28.69 34.59 30.93 66.98 37.27 42.69 38.83 

Number of electrical outages (days) 20.26 12.86 16.82 19.51 22.57 17.93 25.99 19.98 20.66 19.36 

Value lost due to electrical outages 
(percent 01 sales) 11.61 7.55 9.07 11.33 12.97 17.38 11.27 12.12 10.37 

Delay in obtaining a mainline telephone 
connection (days) 17.56 33.30 38.26 10.75 27 .69 15.69 20.69 13.50 

Cargo lost in transit (percent of value) nla 1.39 1.43 nla nla nla nla nla nla nla 

Firms using the Web in interaction with clientsl 
suppliers (percent) 13.44 18.29 14.66 7.55 23.82 44.79 15.05 13.36 9.14 23.23 

MACRO DIMENSION _ MICRO m~ENSION_ _ _ 

INNOVATION Gambia Region Income Sma ll Medium Large Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 22.22 13.67 11.91 15.16 36.96 44.79 53.24 20.71 17.35 33.29 

New production technology (percent) 65.36 45.77 50.02 57.49 67.42 65.55 67.86 

MACRO DIMENSION MICRO DIMENSION 

JOBS Gambia Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Firms offering formal training (percent) 26.08 32.74 34.88 22.92 18.39 23.60 22.19 

Permanent skilled workers receiving 
training (percent) 23.59 18.03 21 .39 20.64 8.08 

MACRO DIMENSION MICRO DI MENSION 

TAX ADMINISTRATION Gambia Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 2.28 3.07 3.64 1.99 2.62 5.13 2.91 2.25 2.24 2.37 

MACRO DIMENSION MICRO DIMENSION 

TRADE Gambia Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 4.97 4.35 4.88 5.37 5.22 

Longest time to clear direct exports through 
customs (days) 9.49 13.37 22.09 9.67 9.84 

Average time to claim imports from customs (days) 3.05 10.70 13.90 2.76 3.08 2.95 

longest time to claim imports from customs (days) 6.66 16.42 18.57 5.32 6.60 7.19 

Firms that export directly (percent) 6.35 11.52 7.65 3.17 12.94 16.89 100.00 1.79 4.75 9.99 

Data source : Enterprise Surveys 

More data available at http://www.enterprisesurvevs.org/ 
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MICRO OIMENSION 

Exporte, Nonexporte, Domestic Foreign 

Senior management time spent in dealing with 
requirements of government regulation Ipercent) 2.87 5.72 5.39 2.65 4.00 7.18 2.71 2.85 3.04 

Consistency/predictability of officials' interpre

tations of regulations affecting the firm 11.91 52.46 50.52 12.86 7.15 0.00 12.34 13.23 0.00 


MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Guine"-Bissau Region Income Small Medium Large E~porte r Nonexport. r Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) 2.82 2.24 2.89 2.80 3.17 2.82 2.64 4.32 

Firms expected to give gihs in meetings with 

tax inspectors (percent) 22.24 18.48 20.23 25.38 4.03 22.91 23.23 11.75 

Value of gih expected to secure government 
contract (percent of contract) 2.82 3.14 4.24 2.63 4.27 nla 2.84 2.90 2.11 

MACRO OIMENSION MICRO DIMENSION 

COURTS Guinea-Bi$S8u Region Income Small Medium large ExpOl1er Nonexporter Domesllc Foreign 

Confidence level in the judiciary system (percent) n/a 63.45 61.81 n/a n/a n/a n/a n/a n/a n/a 

MACRO DIMENSION MICRO DIMENSION 

CRIME Guine.8-Bissau Region Income Small Medium Large Expol1er Nonexporter Domestic Foreign 

Security costs (percent of sales) 1.56 1.27 1.38 1.58 1.47 1.53 1.63 0.82 

Losses due to theh, robbery, vandalism, and 

arson against the firm (percent of sales) 3.01 0.66 0.62 3.14 n/a 3.04 3.03 2.85 

MACRO DIMENSION MICRO DIMENSION 

INFORMAliTY Guinea-Bissau Region Income Small Medium large Exporter NOnexporter DnmestIc Foreign 

Sales amount reported by a typical firm for 

tax purposes (percent) 67.06 63.05 57.89 64.28 85.93 90.86 66.14 67 .86 60.29 
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Internal finance for investment (percent) 

Guinea-Bissau 

85.29 

Region 

77.23 

Income 

79.04 
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85.15 

Medium 

95.21 

Large Exponer Nonexporter 

84.61 

Oomestfc 

85.23 

Fo reign 

85.69 
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Bank finance for investment (percent) 0.00 11.70 10.43 0.00 0.00 0.00 0.00 0.00 
N 

N 

Informal finance for investment (percent) 9.38 3.58 4.32 11.89 0.00 9.81 9.51 8.52 

Supplier credit financin g (percent) 8.74 14.27 13.78 7.57 18.09 23.71 8.23 8.81 7.99 

Value of collateral needed for a loan (percent 

of the loan amount) 152.17 148.03 nla 

Loans requiring collateral (percent) 84.20 84.06 87 .62 nla 

Annual financial statement reviewed by 
external auditor (percent) 7.84 54.25 46.50 5.52 25.20 61.43 6.02 6.86 17.44 

MACRO DIMENSION MICRO DI MENSION 

INFRASTRUCTURE Guinea-Bissau Region Income Smell Medium Large Exponer Nonexponer Domestic foreign 

Delay in obtaining an electri cal connection (days) 20.54 28.96 35.11 21.81 19.25 20.08 20.87 

Number of electrical outages (days) 110.24 13.02 17.06 99.27 139.49 107.68 115.10 43.84 

Value lost due to electrical outages 
(percent of sales) 4.99 7.61 9.15 4.77 6.29 5.03 4.84 6.79 

Delay in obtaining a mainline telephone 
connection (days) 27.59 33.18 38.01 31.71 25.63 27 .70 28.74 

Cargo lost in transit (percent of value) nia 1.40 1.44 nia nla nia nia nla nla nia 

Firms using the Web in interaction with clientsi 
suppliers (percent) 8.81 18.35 14.74 5.02 30.57 54.30 7.27 8.41 12.74 

MACRO DIMENSION MICRO DI MENSION 

INNOVATION Guinea-Bissau Region Income Small Medium Large Exponer Nonexporter Domestic Foreign 

ISO certification ownership (percent) 8.36 13.81 12.11 8.59 7.80 15.72 8.11 7.54 16.90 

New production technology (percent) 19.06 46.02 50.43 17.11 25.79 nla 17.57 16.80 40.00 

MACRO DIMENSION MICRO DIMENSION 

JOBS Guinea-Bissau Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Firms offering formal training (percent) 12.43 32.82 35.04 7.56 29.21 nia 10.61 11.61 20.00 

Permanent skilled workers receiving 
training (percent) 5.51 18.03 21.39 3.78 11.48 nia 3.60 5.90 2.00 

MACRO DIMENSION MICRO nt MENSION 

TAX ADMINISTRATION Guinea-Bissau Region Income Small Medium Large EXporter Nonexportar Domesue Foreign 

Average time firms spent in meetings with 
tax officials (days) 3.94 3.06 3.63 3.86 3.32 3.98 3.87 4.65 

MACRO DIMENSION MICRO DIMENSION 

TRADE Guinea-Bissau Region Income Small Madiu", large Exporter Non exporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 5.58 4.35 4.87 nia 5.79 6.23 

Longest time to clear direct exports through 
customs (days) 11.36 13.36 22.04 nia 11.94 10.44 

Average time to claim imports from customs (days) 10.95 10.67 13.83 nia 

Longest time to claim imports from customs (days) 23.36 16.37 18.46 nia 

Firms that export directly (percent) 3.69 11.55 7.70 1.72 18.16 100.00 0.45 3.25 8.05 

Data source: Enterprise Surveys 

More data available at http://www.enterprisesurveys.org/ 
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MACRO DIMENSION MICRO DIMENSION 

BUREAUCRACY Guinea -Conakry Region Income Small Medium Large Exporter Nonexport er Domestic Foreign 

Senior managemenllime spent in dealing with 
requirements of government regulation (percent) 2.73 5.73 5.40 2.46 4.31 6.29 2.86 2.73 2.39 5.66 

Consistencylpredictability of officials' interpre
tations of regulations affecting Ihe firm 41.06 52.17 50.10 40.27 32.79 84.78 68.30 39.36 40.07 50.03 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Guinea-Coneliry RegIon Income Small Medium large Exporter Nonexporter Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) 3.68 2.23 2.88 3.17 6.51 9.39 7.88 3.41 3.40 6.34 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 57.83 17.96 19.54 59.46 53.63 17.58 60.65 59.53 45.31 

Value of gift expected to secure government 
contract (percent of contractl 8.15 3.07 4.14 8.15 7.90 8.83 9.71 8.05 8.01 9.30 

MACRO DIMENSION MICRO DIMENSION 

COURTS Guinee-Conakry Region locome Small Medium l arge Exporter Nonexporter Domestic Foreign 

Confidence level in the judiciary system (percent) nla 63.34 61.64 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

CRIM£ Guinea-Conakry Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Security costs (percent of sales) 0.52 1.28 1.39 0.49 0.54 1.33 1.04 0.49 0.46 1.05 

losses due to theft, robbery, vandalism, and 
arson against the firm (percent of sales) 0.89 0.66 0.62 0.93 0.08 2.11 0.07 0.95 0.90 0.80 

MACRO DIMENSION MICRO DIMENSION 

INfORMAUTY GuiDea-Conakry Region Income Small Medium large Exporter Non exporter Dom estic Fo reign 

Sales amount reported by a typical firm for 
tax purposes (percent) 35.74 63.43 58.46 34.24 43.21 56.66 57.72 34.32 34.19 49.30 



'" Cl.l 

-= aGuinea-Conakry2006 Investment Climate Profile a: 
~ 
ro 
E 

u 

FINANCE 

Internal finance for investment (percent) 

MACRO DIMENSION 
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93.95 77.08 78.82 
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Bank finance for investment (percent) 0.52 11.75 10.49 0.00 2.12 6.79 5.78 0.17 0.17 4.38 
N 

N 

Informal finance for investment (percent) 2.90 3.64 4.42 3.33 0.00 0.00 0.00 3.09 2.85 3.51 

Supplier credit financing (percent) 21.08 14.13 13.55 20.57 33.93 0.15 17.43 21.31 20.59 25.36 

Value of collateral needed for a loan (percent 
of the loan amount) 152.11 147.94 nla 

Loans requiring collateral (percent) 52.62 84.15 87.81 48.08 56.77 82.27 27.17 

Annual financial statement reviewed by 
external auditor (percent) 7.12 54.33 46.60 5.03 16.31 40.75 7.28 7.11 4.44 30.45 

MACRO DIMENSION MICRO OIMENSION 

INFRASTRUCTURE. Guinea-Conakry Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 16.14 29.04 35.26 17.47 16.31 15.88 17.74 

Number of electrical outages (days) 32.45 12.69 16.59 33_44 25.42 38.05 32.07 31.36 42.10 

Value lost due to electrical outages 
(percent of sales) 14.03 7.49 9.01 14.07 14.84 16.14 13.88 13.90 15.18 

Delay in obtaining a mainline telephone 
connection (days) 36_74 33.12 37.90 35.73 nla nla 36.74 34.90 

Cargo lost in transit (percent of value) nla 1.39 1.43 nla nla nla nla nla nla nla 

Firms using the Web in interaction with clientsl 
suppliers (percent) 8.56 18.37 14.76 6.05 10.99 72.83 23.59 7.63 6.03 30.59 

MACRO DIMENSION MICRO DI MENSION 

INNOVATION Guinea-Conakry Region Income Sma ll Medium Large E)(porter Nonexporter Domesti c Foreign 

ISO certification ownership (percent) 5.45 13.85 12.18 4.62 5.82 27.17 14_51 4.87 4.05 17.75 

New production technology (percent) 37.99 46.00 SO.50 37.07 40.50 49.05 36.60 38.11 35.88 56.34 

MACRO DIMENSION MICRO DI MENSION 

JOBS Gulnea-Conakrv RegTon Income Small Madium l arge Exporter Nonexponer Domestic Foreign 

Firms offering formal training (percent) 21.76 32.90 35.21 18.73 13.75 100.00 45.19 19.71 19.33 42.90 

Permanent skilled workers receiving 

training (percent) 32.52 17.94 21.24 28.54 35.26 35.94 32.69 31.87 

MACRO OIMENSION MICRO OI MENSION 

TAX ADMINISTRATION Guinea-Conakry Region Income Small Medium Large Exponer Nonexporter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 3.19 3.06 3.63 3.07 5.00 1.74 4.86 3.09 3.18 3.33 

MACRO IlIMENSION MICRO DI MENSION 

TRADE GUinea -Conakry Region Income Small Medium Large Exporter Nonexponer Domestic Foreign 

Average time to clear direct exports through 
customs (days) 4.33 4.35 4.89 4.19 4.58 4.08 

Longest time to clear direct exports through 
customs (days) 8.29 13.39 22.21 7.95 9.15 7.58 

Average time to claim imports from customs (days) 10.48 10.67 13.86 12.68 12.64 6.66 14.64 

Longest time to claim imports from customs (days) 20.97 16.36 18.45 25.31 25.73 13.11 29.51 

Firms that export directly (percent) 7.57 11.52 7.63 6.49 10.99 28.81 100.00 1.85 7.44 8.71 

Data source: Enterprise Surveys 

More data available at hnp://www.enterprisesurveys.org/ 
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MICRO OIMENSION 

BUREAUCRACY Smell Medium Larye Exporter Nonexporter Domestic Foreign 

MACRO DIMENSION 

Kenya Region Income 

Senior management time spent in dealing with 
requirements of government regulation Ipercent} 11.67 5.63 5.26 11.20 11.07 13.87 13.01 11.36 11.04 13.52 

Consistency/predictability of officials' interpre
tations of regulations affecting the firm 54.48 52.00 49.86 59.74 55.88 47.22 53.75 58.28 56.31 45.45 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Kenya Region Income Smell Medium Large Exporter Nonexporter Domestic Foreign 

Unofficial payments for typical firm to get 
things done Ipercent of sales) 2.91 2.24 2.89 4.21 2.21 2.59 2.82 2.52 3.05 2.13 

Firms expected to give gihs in meetings with 
tax inspectors Ipercent) 37.26 18.32 20.01 47.06 42.70 23.64 38.57 38.79 36.99 38.46 

Value of gih expected to secure government 
contract Ipercent 01 contract) 6.51 3.12 4.20 8.88 7.15 3.21 3.98 7.91 7.07 3.03 

MACRO DIMENSION MICRO DIMENSION 

COURTS Kenya Region Income Small Medium Large Exponer Nonexperter Domestic Foreign 

Conlidence level in the judiciary system Ipercent) 48.70 63.21 61.47 51.95 51.46 42.25 48.75 51.32 49.10 48.89 

MACRO DIMENSION MICRO DIMENSION 

CRIME Kenya Ragion Income Small Medium Large Exporter Nonexport8I Domestic Foreign 

Security costs Ipercent of sales) 1.94 1.26 1.36 2.33 1.86 1.76 1.42 1.88 1.98 1.81 

losses due to theh, robbery, vandalism, and 
arson against the firm Ipercent of sales) 0.77 0.67 0.63 0.40 1.06 0.82 0.50 0.76 0.86 0.40 

MACRO DIMENSION MICRO DIMENSION 

INFORMAUTY Ke nya Region Income Small Medium large Exporter Noo&xponer Domesfic Foreign 

Sales amount reported by a typical firm for 
tax purposes (percent) 88.46 62.86 57.60 85.81 87.72 93.31 89.59 88.68 88.91 87.25 
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Bank finance for investment (percent) 32.40 11.36 9.87 37.67 33.06 27.13 30.40 33.97 34.01 27.28 
N 

N 

Informal finance for investment (percent) 1.52 3.65 4.44 1.40 2.03 0.37 0.61 2.29 1.63 1.14 

Supplier credit financing (percent) 16.70 14.19 13.65 14.73 18.33 15.41 12.94 19.79 15.43 20.47 

Value of collateral needed for a loan (percent 
of the loan amount) 172.45 151.73 147.18 177.41 187.41 154.48 174.97 173.21 173.07 169.08 

Loans requiring collateral (percent) 86.14 84.02 87.66 88.89 89.19 80.00 85.37 85.45 85.71 88.24 

Annual financial statement reviewed by 
external auditor (percent) 97.23 53.36 45.15 93.51 98.98 98.48 98.86 97.35 96.59 100.00 

MACRO DIMENSION MICRO DIMENSION 

INFRASTRUCTURE Kenya Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 43.72 28.43 34.31 25.78 30.24 81.74 45.83 41.79 45.29 37.04 

Number of electrical outages (days) 83.60 12.25 15.90 67.03 74.23 120.27 84.33 74.54 81.56 96.85 

Value lost due to electrical outages 
(percent of sales) 8.12 7.58 9.13 10.57 6.95 7.52 7.76 7.46 8.23 7.92 

Delay in obtaining a mainline telephone 
connection (days) 80.59 31.84 35.63 79.11 51.04 120.09 69.16 80.34 71 .29 119.53 

Cargo lost in transit (percent of value) 2.98 1.35 1.37 2.05 1.95 5.54 4.99 1.88 2.62 4.83 

Firms using the Web in interaction with clientsl 
suppliers (percent) 32.00 18.11 14.38 13.92 37.00 42.67 54.12 19.87 26.87 56.52 

MACRO DIMENSION MICRO ntMENSIDN 

INNOIIAJ10N Kenva Aegion Income Small Medium Large Exporter None.porter Domestic Mlreign 

ISO certification ownership (percent) nla 13.75 12.05 nla nla nla nla nla nfa nla 

New production technology (percent) nla 45.23 49.32 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DI MENSION 

JOBS Kenya Aeglon Income 5111811 Medium Large Exporter Nonexportar Domestic Foreign 

Rrms offering formal training (percent) 48.45 32.38 34.31 24.05 44.12 79.17 66.67 41.22 42.25 78.57 

Permanent skilled workers receiving 
training (percent) 28.37 17.82 21.05 34.77 20.23 33.43 26.62 26.26 24.47 38.98 

MACRO DIMENSION MICRO OI MENSION 

TAX ADMINISTRATION Kenya Region Income Small Medium Large Exporter Nonellportur Domestic Foreign 

Average time firms spent in meetings w ith 

tax officials (days) 4.17 3.05 3.62 2.51 4.82 4.84 4.94 3.89 3.94 5.40 

MACRO DIMENSION MICRO OI MENSION 

TRADE Kenya Region Income Small Medium Large Expenur None)lporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 4.28 4.35 4.93 3.79 4.23 4.29 4.22 3.55 4.31 4.18 

Longest time to clea r direct exports through 
customs (days) 7.38 13.50 22.84 7.46 7.67 6.62 7.34 5.94 7.57 6.91 

Average time to claim imports from customs (days) 8.54 9.02 10.82 8.15 9.23 7.83 7.88 8.40 8.68 8.08 

Longest time to claim imports from customs Idays) 16.22 16.39 18.62 13.56 17.76 15.55 16.26 14.79 15.59 17.81 

Firms that export directly (percent) 52.70 11.11 7.02 27 .94 57.45 70.15 100.00 25.49 46.88 76.09 

Data source: Enterprise Surveys 

More data available at http://www.enterpdsesurveys.org/ 
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MACRO DIMENSION MICRO DIMENSION 

BUREAUCRACY Lesotho Region Income Small Medium i-arge & porter Nonexporter Domestic Foreign 

Senior management time spent in dealing with 
requirements 01 government regulation (percent) 19.79 5.65 6.34 8.24 20.05 28.04 27.50 13.63 13.41 26.33 

Consistency/predictability of officials' interpre
tations of regulations affecting the firm 47.14 52.04 56.94 35.29 38.46 48.15 42.86 48.48 44.44 45.16 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Lesotho Region Income Smoll Modium Large Exporter Nonexporter Domestic Forei!lll 

Unofficial payments for typical firm to get 
things done (perc ent of sales) 0.24 2.25 0.88 0.23 0.19 0.28 0.20 0.26 0.25 0.23 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 5.26 18.55 13.21 0.00 0.00 10.53 10.53 0.00 7.14 4.35 

Value of gift expected to secure government 
contract (percent of contract) 0.40 3.14 1.01 0.00 1.43 0.12 0.11 0.81 0.73 0.07 

MACRO DIMENSION MICRO DIMENSION 

COURTS Lesotho Region Income Small Medium Large Exporter Nonexport«r Domestic Foreign 

Confidence level in the judiciary system (percent) 61.76 63.06 66.92 73.33 46.15 65.52 64.29 60.61 63.89 56.67 

MACRO DIMENSION MICRO DIMENSION 

CRIME Lesotho Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Security costs (percent of sales) 2.60 1.26 1.01 5.43 1.36 2.14 2.75 2.86 3.59 1.77 

Losses due to theft. robbery, vandalism, and 
arson against the firm (percent of sales) 0.14 0.67 0.75 0.14 0.08 0.18 0.17 0.12 

MACRO OIMENSION MICRO OIMENSION 

INFORMALITY Lesotho Region Inc orne Small Medium Large Exporter Nonexporter Oomestlc Forefgn 

Sales amount reported by a typical firm for 
tax purposes (percent) 82.92 63.05 12.51 83.28 88.33 83.56 86.77 86.05 77.60 89.32 
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MACRO DIMENSION MICRO DIMENSION § 
ANANCE Lssolho Region Inc ome Smell Medium large Exporter Nonexporter Domestic foreign '"CI> 

> 
Internal finance for investment (percent) 67.86 77.32 74.24 63.64 56.25 77.78 75.00 69.57 60.42 76.47 C 

('oJ 

Bank finance for investment (percent) 9.29 11.61 13.87 9.09 23.75 5.56 0.00 10.43 12.08 5.88 ('oJ 

Informal finance for investment (percent) 11.55 3.61 2.28 9.09 0.00 10.28 17.81 8.70 12.50 10.88 

Supplier credit financing (percent) 0.83 14.24 15.28 0.00 0.00 2.08 2.00 0.00 0.00 1.85 

Value of collateral needed for a loan (percent 
of the loan amount) 117.14 152.10 158.23 140.00 133.33 

Loans requiring collateral (percent) 84.15 79.77 nla nla nla nla 

Annual financial statement reviewed by 
external auditor (percent) 83.33 53.69 68.44 56.25 84.62 96.15 84.00 84.38 76.47 93.10 

MACRO DIMENSION MICRO DIMENSION 

INfRASTRUCTURE Lesotho Region Income Small Medium large Exporter Nonexporter Domestic foreign 

Delay in obtaining an electrical connection (days) 43.26 28.77 20.04 45.56 54.88 40.25 25.25 61.90 

Number of electrical outages (days) 19.06 12.92 4.91 25.23 20.00 16.70 19.04 20.04 20.79 17.91 

Value lost due to electrical outages 
(percent of sales) 8.46 7.59 3.02 6.50 15.67 4.74 6.72 7.8S 8.09 9.61 

Delay in obtaining a mainline telephone 
connection (days) 55.52 32.86 27 .05 14.00 73.75 105.50 25.42 25.75 89.33 

Cargo lost in transit (percent of value) 1.46 1.39 1.34 1.59 1.75 1.33 1.32 1.86 1.35 1.69 

Firms using the Web in interaction with clientsl 
suppliers (percent) 21.62 18.24 25.00 5.56 15.38 30.00 35.48 8.82 13.16 31.25 

MACRO DlMENSIDN MICRO DIMENSION 

INNOVATION Lesotho Region Income Smail Medium large Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 8.57 13.76 17.04 16.67 0.00 7.14 10.71 6.06 7.89 6.67 

New production technology (percent) 54.41 45.79 38.02 23.53 58.33 so.oo 66.67 41.94 38.89 71.43 

MACRO OIMENSION MICRO DI MENSION 

JOBS Lesotho ~egion Income Small Medium l arge ExporteI rilonexporter Domestic Foreign 

Firms offering formal training (percent) 24.64 
------~----~~------------
Permanent skilled workers receiving 

training (percent) 9.28 

32.76 

18.13 

29.96 

14.74 

23.53 

13.47 

25.00 

7.08 

31.03 

11.07 

27.59 

11.29 

18.75 

8.64 

19.44 

6.59 

26.67 

12.66 

TAX ADMINISTRATION 
MACRO DIMENSION 

Lesolho Region Income Small Medium 

MICRO DIMENSION 

Lorgo Exporter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 11.56 3.04 1.88 4.00 5.70 12.69 11.88 12.92 13.60 10.03 

MACRO DIMENSION MICRO OI MENSION 

TRADE Lesotho Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 2.32 4.37 4.04 nla 2.70 1.81 3.10 2.11 

Longest time to clear direct exports through 
customs (days) 4.00 13.44 6.91 4.70 3.96 2.56 5.24 

Average time to claim imports from customs (days) 3.46 10.75 7.33 1.77 1.10 5.28 4.11 2.78 3.56 3.50 

Longest time to claim imports from customs (days) 6.15 16.50 14.52 3.85 2.90 8.63 7.32 4.67 5.96 6.58 

Firms that export directly (percent) 49.23 11.38 18.43 31.25 0.00 78.57 100.00 2.94 31.43 67.86 

Data source: Enterprise Surveys 

More data available at http://www.enterprisesurveys.org/ 
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MACRO DIMENSION MICRO IlIMENSION 

BUREAUCRACY Madagascar Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percentl 20.79 5.52 5.10 17.95 21 .70 22.97 21.06 20.79 21.39 19.88 

Consistency/predictability of oHicials' interpre

tations 01 regulations aHecting the firm 61.59 51.92 49.73 55.45 61.06 70.67 70.89 57.69 61.02 63.06 


MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Madagascar Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

UnoHicial payments for typical firm to get 
things done (percent of sales) 0.93 2.27 2.93 0.57 1.t2 1.14 1.34 0.78 0.74 1.25 

Firms expected to give gifts in meetings with 
tax inspectors (percentl 12.69 18.57 20.33 10.00 10.91 17.95 10.53 13.83 14.81 9.43 

Value of gift expected to secure government 
contract (percent of contractl 0.60 3.17 4.29 0.87 0.55 0.30 0.43 0.67 0.59 0.52 

MACRO DIMENSION MICRO DIMENSION 

COURTS Madagascar Region Income Small Medium Large Exporter Nonexporter Domestic foreign 

Confidence level in the judiciary system (percent) 55.40 63.15 61.36 54.55 54.87 57.33 55.26 55.50 60.45 46.79 

MACRO DIMENSION MICRO DIMENSION 

CRIME Madagascar Region Income Small Medium La rge Exporter Nonexporter Domestic Foreign 

Security costs (percent of salesl 0.76 1.27 1.38 0.86 0.78 0.60 0.78 0.76 0.72 0.81 

Losses due to theft. robbery. vandalism. and 
arson against the firm Ipercent of salesl 2.70 0.67 0.63 2.89 3.60 1.34 2.64 2.63 3.02 2.19 

MACRO DIMENSION MICRO DIMENSION 

tNfORMALITY Madagascar Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 
tax purposes Ipercentl 95.47 62.73 57.40 94.53 94.95 97.46 95.56 95.39 93.76 98.09 
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Bank finance for investment (percent) 11.84 11.60 10.25 7.65 13.80 13.85 8.73 13.40 11.61 12.20 

Informal finance for investment (percent) 2.21 3.65 4.44 4.77 1.87 0.00 0.56 2.62 3.51 0.24 

Supplier credit financing (percent) 5.89 14.30 13.82 4.30 4.96 9.32 5.28 6.18 3.42 9.81 

Value of collateral needed for a loan (percent 
of the loan amount) 130.10 152.24 148.10 142.86 131.00 125.24 121.88 135.15 129.94 130.20 

Loans requiring collateral (percent) 80.33 84.09 87.75 80.00 72.73 86.21 90.91 76.32 73.33 87.10 

Annual financial statement reviewed by 
external auditor (percent) 45.39 53.85 45.88 23.76 42.61 77.92 67 .90 37.14 32.40 65.49 

MACRO DIMENSION MICRO DIMENSION 

INFRASTRUCTURE Madagascar Region Income Small Medium Large Exporter Nonexporter Domestic FOleign 

Delay in obtaining an electrical connection (days) 49.45 28.65 34.51 42.50 56.57 49.29 48.50 49.83 43.04 57.21 

Number of electrical outages (days) 77.99 12.32 16.01 69.35 73.98 97.59 104.61 68.60 63.74 102.41 

Value lost due to electrical outages 
(percent of sales) 6.62 7.60 9.15 6.42 6.79 6.64 5.49 7.07 6.64 6.63 ----------------- 

Delay in obtaining a mainline telephone 
connection (days) 54.10 32.91 37.54 37.12 59.21 60.50 53.22 54.84 44.94 63.82 

Cargo lost in transit (percent of value) 3.22 1.39 1.42 2.81 2.60 4.19 4.58 2.29 2.30 4.27 

Firms using the Web in interaction with clients' 

suppliers (percent) 35.15 18.07 14.31 18.81 35.65 55.84 59.26 26.19 23.46 53.98 


MACRO DIMENSION MICRO DIMENSION 

INNOVAnON Medagascar Region Income Small Medium Large Exporter Nonexporter Domestic Fo(eig~ 

ISO certification ownership (percent) 6.57 13.82 12.14 2.08 5.41 14.93 9.59 5.53 4.60 10.10 

New production technology (percent) 36.86 46.11 50.73 21.78 44.35 45.45 54.32 30.00 28.49 50.44 

MACRO DIMENSION MICRO DIMENSION 

JOBS Madagascar Region Income Sma ll Medium Large Exporter Nonexporter Domestic Foreign 

Firms offering formal training (percent) 48.46 32.33 34.24 32.67 42.61 77.92 69.14 40.00 39.66 61.95 

Permanent skilled workers receiving 
training (percent) 12.64 18.64 22.97 9.81 9.73 20.71 20.14 9.74 8.72 18.83 

MACRO DIMENSION MICRO DIMENSION 

TAX ADMINISTRATION Madagascar Region Income Small Medium large Exporter NonexpOrter Domesuc ForeIgn 

Average time firms spent in meetings with 
tax officials (days) 2.65 3.06 3.63 2.82 2.57 2.58 2.89 2.58 2.47 2.90 

MACRO DIMENSION MICRO IJIMENS ION 

TRADE Madagascar Flegion Income Small Medium large Expo"er Nonexporter Domestic foreign 

Average time to clear direct exports through 
customs (days) 2.89 4.39 5.03 2.33 2.91 2.98 2.95 2.29 2.87 2.90 

longest time to clear direct exports through 
customs (days) 6.74 13.53 22.94 8.33 7.00 6.33 6.95 7.95 6.34 

Average time to claim imports from customs (days) 6.81 10.76 14.15 7.68 6.82 6.50 5.78 7.58 7.09 6.63 

longest time to claim imports from customs (days) 13.57 16.45 18.73 14.47 13.18 13.59 11.68 14.88 13.54 13.59 

Firms Ihal export directly (percent) 29.55 11 .28 7.27 12.00 20.18 66.23 100.00 2.38 14.12 53.98 

Dala source : Enterprise Surveys 

More data available al http://www.enterprisesurveys.org! 
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MACRO DIMENSION MICRO DIMENSION 

BUREAUCRACY Malawi Region Income Small Medium large Exporter Nonexporter Domestic Foreig n 

Senior management time spent in dealing with 
requirements of government regulation (percent) 5.83 5.69 5.35 2.14 6.26 6.55 10.32 4.88 5.93 5.53 

Consistency/predictability of officials' interpre

tations of regulations affecting the firm 60.26 51.98 49.84 75.00 63.86 49.02 55.56 61.79 61.61 56.41 

MACRO OIMENSION MICRO DIMENSION 

CORRUPTION Melawl Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) 1.17 2.25 2.90 1.14 0.89 1.63 1.23 1.16 1.17 1.17 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 15.33 18.55 20.31 7.14 15.58 17.78 32.00 10.81 13.59 20.59 

Value of gift expected to secure government 
contract (percent of contract) 0.65 3.15 4.25 0.00 0.66 0.86 0.63 0.67 0.70 0.48 

MACRO DIMENSION MICRO DIMENSION 

COURTS Malewl Region Income Small Medium Larg. Exporter Nonexporter Domestic Foreign 

Confidence level in the judiciary system (percent) 69.78 63.02 61.20 85.71 72.60 60.00 57.69 73.21 77.36 45.45 

MACRO DIMENSION MICHO DIMENSION 

CRIME Mal. wi Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Security costs (percent of sales) 1.66 1.26 1.37 3.55 1.41 1.37 1.14 1.78 1.83 1.18 

losses due to theft, robbery, vandalism, and 

arson against the firm (percent of sales) 1.48 0.66 0.62 2.13 1.85 0.83 1.61 1.46 1.59 1.15 

MACRO DIMENSION MICRO OIMENSION 

INFORMAlITY Malawi Region Income Small Medium Large Exporte, Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 
tax purposes (percent) 69.72 63.05 57.94 51.88 67.92 78.66 SO.17 67 .03 64.45 83.75 
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MACRO DIMENSION MICRO DIMENSION E 
FINAN CE Melawi Regiotl Incoma Small Medium La'lle Exporter Nonexportar Domestic Foreign '" C1l 

> 
Internal finance for investment (percent) 60.76 77. 4 I 79.33 85.83 57.92 58.84 62.22 60.04 62.28 56.78 

C 

Bank finance for investment (percent) 22.83 11.52 10.14 10.00 20.25 29.26 23.61 22.93 22.09 24.78 

Informal finance for investment (percent) 3.99 3.63 4.39 0.00 6.83 0.69 1.39 4.56 2.85 7.00 

Supplier credit financing (percent) 5.94 14.26 13.76 3.33 6.26 6.44 3.57 6.51 7.03 2.59 

Value of collateral needed for a loan (percent 
of the loan amount) 90.25 152.42 148.43 85.28 97.50 83.75 92.61 92.07 84.29 

Loans requiring collateral (percent) 73.91 84.13 87.80 79.17 70.00 75.00 73.53 76.47 66.67 

Annual financial statement reviewed by 
external auditor (percent) 79.87 53.61 45.57 33.33 81.40 96.23 92.86 76.92 75.42 92.68 

MACRO DIM ENSION MICRO DIMENSION 

INFRASTRUCTURE Malaw! Region Income Small Medium Large Exponer Nonexporter ~omesti c Foreign 

Delay in obtaining an electrical connection (days) 84.42 28.33 33.96 101.13 66.29 92.13 82.76 100.63 44.54 

Number of electrical outages (days) 63.21 12.66 16.49 61.19 60.05 71.16 62.96 61.96 63.50 62.27 

Value lost due to electrical outages 
(percent of sales) 13.36 7.26 8.68 9.20 13.12 14.92 7.97 14.11 13.13 14.00 

Delay in obtaining a mainline telephone 
connection (days) 74.61 32.63 37.03 54.71 68.88 87.79 113.53 63.79 72.61 78.38 

Cargo lost in transit (percent of value) 3.34 1.37 1.40 4.28 3.69 2.51 2.42 3.54 4.06 1.31 

Firms using the Web in interaction with clientsl 
suppliers (percent) 23.27 18.22 14.57 5.56 24.42 28.30 46.43 18.46 19.49 34.15 

MACRO DIMENSION MICRO DI MENSION 

INNOVATION Malawi Rogion Income Small Medium Large Exporter Nonexponer Domestic foreign 

ISO certification ownership (percent) 18.24 13.72 12.00 0.00 20.99 21.28 37.04 14.05 13.39 33.33 

New production technology (percent) 37.97 45.97 50.42 11 .1 I 45.35 35.85 35.71 38.76 34.19 48.78 

MACRO OIMENSION MICRO DIMENSION 

JOBS Malawi Region Income Small Medium Large Exporter Nonaxporter Domestic Foreign 

Firms offering formal training (percent) 51.61 32.47 34.45 11.11 52.94 63.46 78.57 45.24 46.55 66.67 

Permanent skilhld workers receiving 
training (percent) 19.27 18.00 21.48 5.56 20.01 22.89 29.54 17.05 16.96 25.94 

MACAO OIMENSION MICRO DI MENSION 

TAX ADMINISTRATION Malawi Region Income Small Medium large Exponer Nonexporter Domestic Forelon 

Average time firms spent in meetings with 
tax officials (days) 5.63 3.05 3.61 3.06 6.07 5.90 9.18 4.84 5.51 6.00 

MACRO OIMENSION MICRO DI MENSION 

TRADE Malawi Region Income Small Medium lerge Exporter Nonexponer Domestic Foraign 

Average time to clear direct exports through 

customs (days) 3.46 4.36 4.93 nla 4.07 3.05 3.28 4.11 3.50 3.41 

Longest time to clear direct exports through 
customs (days) 7.77 13.42 22.34 nla 6.87 8.45 7.60 8.78 6.94 8.65 

Average time to claim imports from customs (days) 5.35 10.78 14.16 5.78 5.02 5.59 5.30 5.24 5.59 

Longest time to claim imports from customs (days) 15.75 16.40 18.60 12.61 19.52 17.65 15.23 14.84 17.62 

Firms that export directly (percent) 23.42 11.40 7.49 0.00 18.60 40.38 100.00 6.92 17.80 40.00 

Data source: Enterprise Surveys 

More data available at http://www.enterprisesurveys.org/ 
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MACRO DIMENSION MICRO DIMENSION 

BUREAUCRACY Mali Aegion Income Small Medium large Exporter Nonexporter Domeslic Foreign 

Senior management time spent in dealing with 
requiremenls of government regulation (percent) 7.53 5.68 5.34 5.23 10.51 13.20 14.63 5.67 6.88 9.52 

Consistency/predictability of officials' interpre
tations of regulations affecling the firm 64.71 51.95 49.80 61.96 63.04 85.71 47.62 68.75 64.80 66.67 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Mali Region Income Small Medium large Exporter Nonexporter Domestic Fareign 

Unofficial payments for typical firm to get 
things done (percent of sales) 2.88 2.25 2.89 2.83 3.32 1.60 1.83 2.88 3.17 1.49 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 30.23 18.47 20.20 32.00 30.77 20.00 47 .06 20.69 30.43 25.00 

Value of gift expected to secure government 
contract (percent of contract) 5.56 3.13 4.21 5.30 6.63 3.33 7.09 5.32 5.89 4.24 

MACRO DIMENSION MICRO DIMENSION 

COURTS Mali Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Confidence level in the judiciary system (percent) 66.89 63.04 61.22 67.78 65.22 71.43 60.00 71.17 68.29 62.96 

MACRO DIMENSION MICRO DIMENSION 

CRIME Mali Region Income Small Medium l arge Expaner Nonexporter Domestic FOreign 

Security costs (percent of sales) 1.16 1.27 1.37 0.87 1.63 1.85 1.84 0.89 1.15 1.18 

losses due to theft, robbery, vandalism, and 

arson against the firm (percent of sales) 0.47 0.67 0.63 0.39 0.53 0.84 0.63 0.41 0.40 0.71 

MACRO DIMENSION MICRO DIMENSION 

INFORMAUTY Mali Region Income Small Madium large Exporter Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 
tax purposes (percent) 74.47 63.02 57.89 74.07 76.37 69.39 71.15 74.04 72.30 84.11 
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Bank finance for investment (percent) 11.68 11 .60 10.26 6.92 18.00 24.30 23.33 10.49 10.30 18.84 
N 

N 

Informal finance for investment (percent) 1.82 3.64 4.42 2.74 0.00 1.50 0.00 2.27 2.17 0.00 

Supplier credit financing (percent) 4.56 14.27 13.77 3.24 5.60 10.67 4.74 4.46 3.56 9.50 

Value of collateral needed for a loan (percent 
of the loan amount) 117.53 152.30 148.21 126.96 101 .25 100.20 117.73 103.90 202.00 

Loans requiring collateral (percent) nla 84.06 87.62 nla nla nla nla nla nla nla 

Annual financial statement reviewed by 
external auditor (percent) 50.65 53.78 45.84 36.56 69.57 78.57 61.90 45.13 46.03 70.37 

MACRO DIMENSION MICRO DIMENSION 

INFRASTRUCTURE Mali Regien Income Small Medium Largo Elcpertar Nonaxportar Oom.stlc Foreign 

Delay in obtaining an electrical connection (days) 32.01 28.76 34.80 33.54 32.42 17.67 23.92 34.03 33.31 27.15 

Number of electrical outages (days) 10.48 12.94 16.92 8.97 11.49 18.89 11 .82 9.10 7.97 18.05 

Value lost due to electrical outages 
(percent of sales) 1.67 7.63 9.18 1.03 2.49 3.21 2.14 1.51 1.61 1.94 

Delay in obtaining a mainline telephone 
connection (days) 50.95 32.85 37.48 40.69 59.82 84.80 44.67 45.16 40.96 71.43 

Cargo lost in transit (percent of value) nla 1.39 1.43 nla nla nla nla nla nla nla 

Firms using the Web in interaction with clientsl 
suppliers (percent) 28.57 18.19 14.53 17.20 43.48 53.85 61.90 20.54 24.00 46.43 

MACRO DIMENSION MICRO DIMENSION 

INNOVATION Mali Region Income Slolll l Medium Large Exporter Nooexport!!T Domestlc Foreign 

ISO certilication ownership (percent) 6.45 13.79 12.10 1.08 6.52 35.71 4.76 6.19 6.35 7.14 

New production technology (percent) 49.67 45.79 50.13 42.86 56.52 69.23 61 .90 46.36 50.41 44.44 

MACRO DIMENSION MICRO DIMENSION 

JOBS Meli Region Income Small Medium Larga Exporter Nonexporter Domestic Foreign 

Firms offering formal training (percent) 25.49 :n.80 35.03 25.81 26.67 21.43 33.33 22.12 24.00 29.63 

Permanent skilled workers receiving 
training (percent) nla 18.33 22.14 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO UlMENSION 

TAX ADMINISTRATION Mali Region Income Small Medium large Exporter Nooexporter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 5.33 3.05 3.61 4.23 6.97 7.60 7.76 4.42 4.54 7.95 

MACRO DIMENSION MICRO UIMENSION 

TRADE Mali Region Income Smell Medium Large Exporter NonBXjlorter Domestic foreign 

Average time to clear direct exports through 
customs (days) 5.77 4.32 4.82 4.00 4.00 10.00 4.27 5.00 7.13 

Longest time to clear direct exports through 
customs (days) 15.00 13.32 22.03 11.25 10.43 26.17 13.36 13.86 17.00 

Average time to claim imports from customs (days) 7.64 10.71 13.97 7.71 8.45 6.00 7.92 6.94 7.97 7.06 

Longest time to claim imports from customs (days) 17.71 16.36 18.50 17.96 19.81 14.83 21.50 15.70 14.95 23.10 

Firms that export directly (percent) 16.42 11.45 7.57 9.30 25.00 45.45 100.00 0.88 12.17 42.11 

Data source: Enterprise Surveys 

More data available at http://wvvw.enterprisesurveys.org/ 
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MACRO DIMENSION MICRO DIMENSION 

BUREAUCRACY Maulilenia Region Income Small Medium large Exporter Nonexporte r Domestic Foreign 

Senior management time spent in dealing with 

requirements of government regulation (percent) 5.84 5.70 5.35 5.52 7.49 6.10 5.83 6.05 4.11 

Consistency/predictability of oHicials' interpre

tations of regulations aHecting the firm 57.08 51.94 49.76 55.44 63.97 60.32 53.59 57.27 57.17 56.39 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Mauritania Region Income Sm811 Medium large Exporte! Nonexporter Domestic Foreign 

UnoHicial payments for typical firm to get 
things done (percent of s8les) 3.77 2.23 2.88 3.38 5.97 3.75 3.77 3.72 4.24 

Firms expected to give gills in meetings with 
tax inspectors (percent) 48.23 17.97 19.57 50.14 40.59 46.41 48.34 48.58 45.39 

Value of gill expected to secure government 

contract (percent of contract) 8.06 3.08 4.16 7.94 9.13 6.69 8.14 7.99 8.65 

MACRO DIMENSION MICRO DIMENSION 

COURTS Mauritania Region Income Small Modium Lorga Exporter Nonexporter Domestic Foreign 

Confidence level in the judiciary system (percent) n/a 63.05 61.21 n/a n/a n/a nla n/a n/a nla 

MACRO DIMENSION MICRO DIMENSION 

CRIME Mauritania Region Income Small Medium Large Exporter Nonexporter Domestic Fore ign 

Security costs (percent of sales) 1.02 1.28 1.38 0.85 1.90 0.98 0.95 1.03 1.04 0.89 

losses due to theil, robbery, vandalism, and 

arson against the firm (percent of sales) 5.56 0.67 0.64 5.49 n/a n/a 5.56 5.56 

MACRO DIMENSION MICRO DIMENSION 

INFORMALITY Mauritania Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 

tax purposes (percent) 52.38 63.23 58.14 47.59 71.19 70.63 72.62 51 .23 50.04 71.61 
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Internal finance for investment (percent) 

Mauritania 

77.32 

Region 

77.30 
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77.57 
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Bank finance for investment (percent) 6.06 11 .65 10.34 5.16 6.01 5.31 3.83 19.08 
N 

N 

Informal finance for investment (percent) 9.76 3.58 4.31 12.91 1.07 10.04 10.57 5.04 

Supplier credit financing (percent) 21.53 14.11 13.52 20.37 24.39 41.84 11.14 22.16 21.39 22.59 

Value of collateral needed for a loan (percent 
of the loan amount) 160.59 151.97 147.64 135.44 239.02 171.76 160.18 162.59 

Loans requiring collateral (percent) 95.32 83.97 87.51 96.13 92.14 100.00 94.52 94.52 100.00 

Annual financial statement reviewed by 
external auditor (percent) 15.62 54.25 46.47 8.42 38.10 100.00 27.18 14.92 12.46 39.69 

MACRO DIMENSION MICRO DIMENSION 

INRIASTRUCTURE Mauritani. Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 7.52 29.14 35.41 6.09 12.80 7.75 8.22 5.38 

Number of electncal outages (days) 41 .75 13.07 17.16 41.13 47.15 27.66 42.40 42.19 38.08 

Value lost due to electrical outages 

(percent of sales) 1.38 7.69 9.28 1.11 2.56 2.57 0.67 1.42 1.27 2.23 

Delay in obtaining a mainline telephone 
connection (days) 12.42 33.51 38.74 12.69 12.14 13.10 13.67 6.99 

Cargo lost in transit (percent of value) nia 1.40 1.44 nia nla nla nla nla nia nia 

Firms using the Web in interaction with clientsi 
suppliers (percent) 10.05 18.36 14.75 7.55 17.61 41.97 40.61 8.22 9.15 16.96 

MACRO OIMENSION MICRO DIMENSION 

INNOVATION Mauritani. Region Inceme Smell Medium Large Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 5.86 13.85 12.17 3.97 10.73 38.19 22.36 4.86 4.45 17.00 

New production technology (percent) 45.66 45.84 50.19 44.60 42.05 76.38 30.93 48.36 42.24 70.10 

MACRO DIMENSION MICRO DIMENSION 

JOBS Meuritania Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Firms offering formal training (percent) 25.53 32.81 35.03 21.19 28.08 56.55 27.20 25.22 22.79 45.10 

Permanent skilled workers receiving 
training (percent) 15.98 18.03 21.41 17.76 10.98 24.90 18.59 15.51 15.03 22.79 

MACRO DIMENSION MICRO DIMENSION 

TAX ADMINISTRATION Meurileni. Ragion Income Small Medium La rge Exporter Nonexporter Dornestic Foreign 

Average time firms spent in meetings with 

tax officials (days) 1.94 3.08 3.66 1.99 1.77 1.67 1.96 1.89 2.35 

MACRO DIMENSION MICRO DIMENSION 

TRADE Meuritanie Region Income Sman Medium La rge Exporter Nonexporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 3.86 4.35 4.89 4.19 4.02 2.07 

Longest time to clear direct exports through 
customs (days) 8.04 13.38 22.13 8.71 7.43 6.33 

Average time to claim imports from customs (days) 5.96 10.72 13.99 5.78 6.64 6.31 6.54 3.70 

Longest time to claim imports from customs (days) 12.39 16.42 18.61 11.88 14.69 12.30 13.81 5.92 

Firms that export directly (percent) 6.04 11.54 7.66 2.60 17.09 43.45 100.00 0.39 5.09 13.28 

Data source: Enterprise Surveys 
More data available at http://www.enterprisesurveys.orgi 
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MACRO OIMENSION MICRO OIMENSION 

BUREAUCRACY Meumius Region Income Small MedlOm Large Exponer Nonexporter Domeslic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) 9.56 5.66 6.38 8.28 9.90 9.74 9.91 9.42 9.62 9.43 

Consistency/predictability of officials' interpre
tations of regulations affecting the firm 66.50 51.91 56.59 61.90 69.39 66.67 68.37 64.65 65.73 70.83 

MACRO DIMENSION MICRO UlMENSION 

CORAUPTlON Mauritius Region Income Small Medium Large EXponer Nonexporter Domestic Foreign 

Unofficial payments for typical fi rm to get 
things done (percent of sales) 0.56 2.25 0.86 0.41 0.78 0.39 0.45 0.69 0.63 0.14 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 1.41 18.59 13.32 5.88 0.00 0.00 0.00 3.03 1.59 0.00 

Value of gift expected to secure government 
contract (percent of contract) 0.50 3.16 1.02 0.67 0_54 0.42 0.40 0.58 0.58 0.00 

MACRO OIMENSION MICRO OIMENSION 

COURTS Mauritius Region Income Small Medium large Exporter None. porter Domestic Foreign 

Confidence level in the judiciary system (percent) 70.59 63.00 66.78 61.90 75.51 76.92 80.81 62.63 68.72 83.33 

MACRO DIMENSION MICRO DIMENSION 

CRIME Mauritius Region Income Small Medium large ExpOrler Nonexporler Domestic f oreign 

Security costs (percent of sales) 0.55 1.27 1.03 0.70 0.50 0.57 0.61 0.50 0.56 0.53 

Losses due to theft, robbery, vandalism, and 
arson against the firm (percent of sales) 0.10 0.67 0.77 0.06 0.11 0.11 0.14 0.06 0.11 0.02 

MACRO DIMENSION MICRO DIMENSION 

INFORMAUTY Meuritius Raglon Income Small Medium large Exporter Nonexponor Domestic Foreign 

Sales amount repOrled by a typical firm for 
tax purposes (percent) 91 .88 62.91 72.21 93.75 91.55 92.05 95.18 88.95 91.00 97.86 



Q) '" 
e 

Q..2005 Investment Climate Profile 
2; 

E'" 
u 
c: 
Q) 

MACRO DIMENSION MICRO OIMENSION E 
ANANCE Ma\Jritius Region Income Small Medium largo Exporter Nonexporter Domestic Foreign '" Q) 

>c: 
Internal finance for investment (percent) 48.74 77.60 74.94 49.19 49.91 46.39 55.78 40.90 47.58 58.25 

Bank finance for investment (percent) 33.63 11 .37 13.26 29.19 30.18 42.55 30.74 37.01 35.34 23.50 

Informal finance for investment (percent) 1.17 3.66 2.38 1.94 1.54 0.00 1.50 0.83 1.35 0.00 

Supplier credit financing (percent) 5.62 14.27 15.38 9.11 4.76 5.30 4.72 6.72 5.55 6.36 

Value of collateral needed for a loan (percent 
of the loan amount) 103.16 152.94 160.59 108.68 109.35 90.00 102.40 104.96 104.28 94.30 

Loans requiring collateral (percent) 87.93 83.98 79.23 87.50 87.50 89.29 84.91 90.00 89.22 78.57 

Annual financial statement reviewed by 
external auditor (percent) 88.18 53.51 68.12 78.57 87.88 96.08 94.00 83.67 87.08 95.83 

MACRO DIMENSION MICRO DIMENSION 

INAIASTRUCTURE MauritJus Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 20.02 28.92 20.26 15.30 19.93 24.76 22.97 16.85 20.10 19.43 

Number of electrical outages (days) 5.97 12.98 4.97 4.15 6.69 6.14 5.62 6.06 5.67 8.52 

Value lost due to electrical outages 
(percent of sales) 2.62 7.62 3.09 1.73 3.11 2.18 2.68 2.29 2.55 2.40 

Delay in obtaining a mainline telephone 
connection (days) 16.61 33.38 28.06 14.40 16.84 18.14 17.74 15.68 16.80 14.75 

Cargo lost in transit (percent of value) 0.70 1.41 1.39 0.31 1.03 0.40 0.93 0.46 0.73 0.45 

Firms using the Web in interaction with clientsl 
suppliers (percent) 45.27 18.05 24.54 16.67 46.88 60.78 51.52 39.58 43.18 58.33 

MACRO DIMENSION MICRO DIMENSION 

INNOVAJ10N Mauritius Region Income Small Medium Largo Exporter Nonexport.r Domestic Foreign 

ISO certification ownership (percent) 28.42 13.65 16.74 7.69 26.88 55.00 33.73 25.53 25.77 52.63 

New production technology (percent) 61.46 45.54 36.99 47.62 63.64 71 .15 64.00 58.59 61.67 58.33 

MACRO DIMENSION MICRO DIMENSION 

JOBS Mauritius Region Inco,tle Small Medium larga Exporter Nonaxporter Domestic Foreign 

Firms offering formal training (percent) 62.05 32.24 28.67 28.57 61.62 90.38 70.53 50.00 59.06 80.95 

Permanent skilled workers receiving 
training (percent) 33.86 17.80 14.03 36.53 35.26 31 .42 30.36 40.44 33.28 40.42 

MACRO DIMENSION MICRO DIMENS ION 

TAX ADMINISTRATION Mauritius Ragion Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 1.85 3.07 1.94 2.00 2.00 1.58 1.81 1.80 1.90 1.50 

--------~--------------------------------------------------------------------

MACRO DIMENSION MICRO DIMENSION 

TRADE Mauritius Region Income Small Medium large Exporter Nonexporter Domustic Foreign 

Average time to clear direct exports through 
customs (days) 3.29 4.39 4.05 4.09 3.16 3.31 3.05 3.47 3.42 2.75 

Longest time to clear direct exports through 
customs (days) 8.01 13.53 6.81 6.50 7.73 9.31 8.21 6.33 8.10 7.88 

Average time to claim imports from customs (days) 4.97 10.82 7.37 7.00 4.70 4.73 4.66 5.10 5.24 3.47 

Longest time to claim imports from customs (days) 10.38 16.55 14.55 12.56 10.48 9.67 10.21 10.56 lD.43 10.05 

Firms that export directly (percent) 59.30 11.13 17.79 30.95 63.54 82.00 100.00 18.18 55.43 87.50 

Data source: Enterprise Surveys 

More data available at hnp:/Iwww.enterprisesurveys.org/ 
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MACRO DIMENSION 

BUREAUCRACY Morocco Region Income 

Senior management time spent in dealing with 

requirements of government regulation (percent) 7.55 5.63 6.32 7.31 6.91 8.42 7.60 7.51 7.55 7.56 

Consistency/predictability of officials' interpre

tations of regulations affecting the firm 63.98 51.61 55.97 65.52 69.84 56.39 60.28 67.86 62.77 69.18 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Morocco Region Income Sma ll Medium Large Exponer Nonexporter Domestic Fore ign 

Unofficial payments for typical firm to get 

things done (percent of sales) nla 2.25 0.88 nla n/a nla nla nia nia n/a 

Firms expected to give gifts in meetings with 

tax inspectors (percent) n/a 18.53 13.14 n/a nla nie n/a nia nia n/a 

Value of gift expected to secure government 

contract (percent of contract) n/a 3.14 1.00 n/a n/a h/a n/a n/a nia nia 

MACRO DIMENSION MICRO DIMENSION 

COURTS Morocco Region Income Sma ll Medium Large Exporter Nonexponer Domestic Foreign 

Confidence level in the judiciary system (percent) 76.48 62.60 65.76 77.78 77.63 74.53 73.76 79.43 75.51 80.63 

MACRO DIMENSION MICRO DIMENSION 

CRIME Morocco Region Income Small Medium Large Experter Nonexporter Domestic f oreign 

Security costs (percent of sales) 0.25 1.30 1.12 0.27 0.23 0.27 0.25 0.26 0.26 0.22 

Losses due to theft, robbery, vandalism, and 

arson against the firm (percent of sales) 0.05 0.69 0.84 0.06 0.03 0.06 0.04 0.06 0.05 0.04 

MACRO DIMENSION MICRO DIMENSION 

INRlRMAUTY Morocco Region Income Smell Medium Large Exporter Nonexpener Domestic Foreign 

Sales amount reported by a typical firm for 

tax purposes (percent) 97.84 61.96 70.05 97.32 97.70 98.22 98.61 97.03 97.74 98.26 
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Bank finance for inve stment (percent) 19.17 11 .20 12.99 11.26 19.69 21 .90 20.53 17.77 19.06 19.60 
N 

N 

Informal finance for investment Ipercent) 0.82 3.78 2.59 1.10 1.45 0.00 0.51 1.16 0.81 0.87 

Supplier credit financing Ipercent) 6.57 14.46 16.03 6.45 7.66 5.35 5.73 7.45 6.86 5.33 

Value of collatera l needed for a loan Ipercent 
of the loan amount) 226.15 144.89 139.49 216.06 221.57 234.04 229.10 223.05 226.91 222.57 

Loans requiring collaterallpercent) 98.89 82.92 75.90 98.51 98.96 98.96 99.57 98.18 99.20 97.40 

Annual financial statement reviewed by 
external auditor Ipercent) 37.29 54.28 71.52 12.33 32.28 54.72 37.91 36.75 33.38 53.70 

MACRO DIMENSION MICRO DIM ENSION 

INFAI\STRUCTURE Morocco Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection Idays) 7.65 32.74 28.10 7.25 7.07 8.55 7.97 7.31 7.72 7.35 

Number 01 electrical outages Idays) 5.79 13.00 4.97 4.54 5.88 6.11 5.29 6.46 5.94 5.15 

Value lost due to electrical outages 
(percent of sales) 0.59 7.68 3.22 0.55 0.72 0.50 0.57 0.61 0.62 0.43 

Delay in obtainin(1 a mainline telephone 
connection Idays) 3.86 37.53 36.98 3.51 3.73 4.16 4.04 3.64 3.86 3.82 

Cargo lost in transit Ipercent of value) nla 1.39 1.34 nla nla nla nia nla nla nla 

Firms using the Web in interaction with clients! 

suppliers (percent) 17.05 18.28 25.72 4.23 9.81 31 .13 20.90 13.09 15.07 25.48 


MACRO DIMENSION MICRO DI MENSION 

INNOVAT10N Morocco Region Income Small Medium Large Exporter NonBxportBr Domestic Foreign 

ISO certification ownership (percent) 8.55 13.92 17.84 0.00 6.37 15.00 8.96 8.15 6.89 15.63 

New production technology Ipercent) 34.47 46.86 39.43 15.75 31.23 46.75 40.28 28.67 31.40 47.53 

MACRO DIMENSION MICRO OI MENSION 

JOBS Morocco Aegion Income Small Medium Large Expor1Br Nonexporter DOmestic Foreign 

Firms offering formal training (percent) 19.74 33.67 31.82 7.64 14.21 31.68 20.66 18.85 14.74 40.99 

Permanent skilled workers receiving 
training (percent) 6.55 19.76 17.50 3.24 5.30 9.54 5.38 7.77 4.91 13.54 

MACRO OIMENSION MICRO DI MENSION 

TAX ADM1NSTRATION Morocco Aagion Income Small Medium Large Exporter Nonexponer Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 0.72 3.13 2.06 0.67 0.72 0.74 0.65 0.80 0.74 0.64 

MACRO DIMENS ION MICRO DI MENSION 

TRADE Morocco Region Income Sman Medium Large Exporter Nonexport"r Oomesne Foreign 

Average time to clear direct exports through 
customs Idays) 1.97 4.83 4.78 1.53 2.13 1.92 1.86 2.60 1.90 2.18 

Longest time to clear direct exports through 
customs Idays) 3.73 15.13 8.05 2.62 4.17 3.60 3.61 4.55 3.67 3.94 

Average time to claim imports from customs Idays) 2.55 11.76 8.78 2.97 2.75 2.29 2.12 3.23 2.46 2.86 

Longest time to claim imports from customs (days) 5.20 17.98 17.34 5.40 5.65 4.76 4.14 6.89 5.14 5.42 

Firms that export directly (percent) 55.71 10.07 15.07 21 .92 43.68 85.14 100.00 10.90 52.11 70.99 

Data source: Enterprise Surveys 

___..;M=or~e data available at http://www.enterprise surveys.org/ 
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MACRO OIMENSION MICRO DIMENSION 

BUREAUCRACY Na mibia Region Income Small Medium l arge Exporter Nonex~orter Domestic Foreign 

Senior management time spent in dealing with 

requirements of government regulat ion (percent) 2.66 5.97 8.11 2.41 4.12 6.32 6.35 2.76 2.83 2.98 

Consistency/predictability of officials' interpre

tations of regulations affecting the firm 66.46 50.30 51.59 67.79 62.21 63.40 51.97 66.92 68.22 60.14 

MACRO DIMENSION MICRO DIMENSION 

CORRupn ON Namibia Aegion Income Small Medium large Exporter Nonexporter Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) 0.29 2.48 1.19 0.25 0.42 0.02 0.21 0.29 0.37 0.03 

Firms expected to give gifts in meetings wilh 

18X inspeclors (percent) 2.60 19.01 14.58 0.44 6.35 0.00 0.00 2.72 0.34 10.21 

Value of gift expected to secure government 
contract (percent of contract) 0.52 3.45 1.24 0.56 0.43 0.00 0.00 0.54 0.69 0.00 

MACRO DIMENSION MICRO DIMENSION 

COURTS Namibra Region Income Small Medium large Exporter Nonexport.r Domestic Foreign 

Confidence level in the judiciary system (percent) nla 61.83 63.62 n/a nla nla n/a n/a n/a nla 

MACRO DIMENSION MICRO DIMENSION 

CRIME Namibia /legron Income Small Medium l arge Exporter Nonexporte r Domeslic Foreign 

Security costs (percent of sales) 1.16 1.32 1.13 1.27 0.92 0.41 0.13 1.19 1.20 1.00 

losses due to theft, robbery, vandalism, and 

arson againsl the firm (percent of sales) 2.51 0.64 0.66 2.65 2.36 0.64 0.15 2.57 2.77 1.74 

MACRO DIMENSION MICRO DIMENSION 

INFORMALITY Namibia Region Income Sm811 Meuium Large Exporter Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 

tax purposes (percent) 68.18 62.08 72.81 67.37 69.92 79.93 80.46 67.80 68.43 67.30 
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Bank finance for investment (percent) 15.49 11.21 13.19 10.82 26.97 29.13 21.86 15.27 15.09 16.79 N 

l~orm~finance~rinveamem(pe~end~~~~~~24~~_.~ 2.OO 13~~_~0~~___ 1_~~~~_8~~_I__ IOO1__ 3_~~~_~~~_1__ 0__ 0~0~~~00 1 2_ . '~~__~ 

Supplier credit financing (percend 27.96 12.79 10.48 26.43 3311 22.75 28.53 27.94 28.48 26.09 

Value of collateral needed for a loan (percent 
of the loan amount) 201.84 148.70 150.24 223.51 101.12 123.56 113.59 206.51 200.69 221.98 

loans requiring collateral (percent) 71.14 85.43 81.92 77.50 46.27 100.00 100.00 70.20 74.42 51.81 

Annual financial statement reviewed by 
external auditor (percent) 79.83 50.87 63.81 77.22 87.42 96.12 74.34 80.00 79.84 7918 

MACRO DIMENSION MICRO DIMENSION 

INFRASTRUCTURE Namibia Region Income Small Medium Large ExpOr\8r Nonexporter Domestic Foroign 

Delay in obtaining an electrical connection (days) 8.33 30.25 22.55 6.14 13.43 8.17 23.08 7.18 8.02 9.31 

Number of electrical outages (days) 19.17 14.34 7.03 20.12 17.91 9.80 10.86 19.69 21.96 14.08 

Value lost due to electrical outages 
(percent of sales) 0.61 7.82 3.40 0.52 0.89 0.00 0.00 0.65 0.60 0.62 

Delay in obtaining a mainline telephone 
connection (days) 5.71 36.65 34.80 6.20 4.25 6.86 5.72 5.71 5.18 7.22 

Cargo lost in transit (percent of value) nla 1.40 1.35 nla nla nla nla nla nla nla 

Firms using the Web in interaction with clientsl 
suppliers (percent) 23.24 17.60 25.25 16.98 45.58 15.37 32.96 22.94 17.09 44.88 

MACRO DIMENSION MICRO OI MENSION 

INNOVATION Namibi. Region Income Small Mediwn l arge Exporter Nonexporter Domestic Fore ign 

ISO certification ownership (percent) 17.59 13.12 15.98 12.82 32.22 37.12 27.51 17.27 11.77 37.89 

New production technology (percent) 49.04 45.80 37.81 36.92 54.76 83.09 69.06 44.48 46.50 56.11 

MACRO DIMENSION MICRO DIMENSION 

JOBS Namibia Region Income Small Medium Large Exporter Nonexponer Domestio Foreign 

Firms offering formal training (percent) 44.51 32.54 29.38 33.47 43.74 92.11 74.42 37.76 39.54 58.48 

Permanent skill od workers receiving 
training (percent) 30.58 17.67 13.78 28.47 23.28 58.62 50.20 26.16 27.12 40.33 

MACRO DIMENSION MICRO DIMENSION 

TAX ADMINISTRATION Namibia Region Income Small Medium l arge Exporter NonexlXlrter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 1.43 3.38 2.67 1.47 1.36 1.45 1.83 1.43 1.39 1.56 

MACRO DIMENSION MICRO IlI MENSION 

TRADE Namibia Region Income Small Medium large Expm1er Nonexporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 1.37 4.50 4.23 1.15 1.14 2.05 1.58 1.00 1.22 1.73 

longest time to clear direct exports through 
customs (days) 2.12 13.92 7.31 1.70 1.18 4.14 2.37 1.64 2.25 1.83 

Average time to claim imports from customs (days) 2.22 10.86 7.49 1.98 2.36 2.62 2.16 2.23 2.16 2.37 

longest time to claim imports from customs (days) 5.35 16.65 14.77 5.53 5.37 4.58 3.08 5.85 5.70 4.30 

Firms that export directly (percent) 4.67 12.09 23.63 2.57 6.99 61.03 100.00 1.69 4.06 6.78 

Data source: Enterprise Surveys 

More data available at hnp:llwww.enterprisesurveys.org/ 
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BUREAUCRACY 

MACRO DIMENSION 

Niger Re gion Income Small Medium 

MICRO DIMENSION 

Large Exporter Nonexporter OomeSIiC foreIgn 

Senior management time spent in dealing with 
requirements of government regulation (percent) 11.45 5.67 5.31 8.56 17.19 11 .54 11.44 10.89 13.50 

Consistency/predictability of officials' interpre
tations of regulations affecting the firm 52.03 52.03 49.91 57.14 42.86 52.38 51.96 58.76 26.92 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Niuer Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Unofficial payments for typicallirm to get 
things done (percent of sales) 4.37 2.24 2.89 5.42 2.66 3.94 4.45 4.87 2.58 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 17.05 18.53 20.28 15.52 20.00 n/a 21.05 15.94 14.49 26.32 

Value of gift expected to secure government 
contract (percent of contract) 12.70 3.12 4.19 13.55 9.62 n/a 9.39 13.28 12.36 14.40 

MACRO DIMENSION MICRO DIMENSION 

COURTS Niger Region In.come Small Medium l argo Exporter Nonexporter Domestic Foreign 

Confidence level in the judiciary system (percent) n/a 63.06 61.27 n/a n/a n/a n/a n/a n/a n/a 

MACRO OIMENSION MICRO DIMENSION 

CRfME Niger Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Security costs (percent of sales) 0.60 1.27 1.38 0.58 0.71 0.15 0.74 0.75 0.29 

losses due to theft, robbery, vandalism, and 
arson against the firm (percent of sales) 5.71 0.67 0.63 7.44 6.00 6.25 8.15 1.80 

MACRO DIMENSION MICRO DIMENSION 

INFORMAUTY Niger Region Income Small Medium Large Exporter Nonexporter Oomes~c Foreign 

Sales amount reported by a typical firm for 
tax purposes (percent) 88.83 62.98 57.83 87.14 91.72 87.37 89.14 88.37 90.68 



-------------------------------------------------------------------------

en 
Q.)Niger 
Q.) 

2005 Investment Climate Profile c: 
'g 

~ 
E 

..
c 
Q.) 

MACRO DIMENSION MICRO DIMENSION § 
FINANCE Niger Rogion Income Small Medium large Exporter Nonexporter Domestic Foreign 

en 
Q.) 

> 
Internal finance for investment (percent) 86.99 77.23 79.05 95.52 70.14 78.89 88.89 90.13 75.19 

c 

Bank finance for investment (percent) 9.66 11.61 10.29 3.13 24.69 17.42 7.84 7.41 18.14 
N 
N 

Informal finance for investment (percent) 0.05 3.65 4.43 0.07 0.00 0.00 0.06 0.00 0.24 

Supplier credit financing (percent) 5.59 14.25 13.75 5.88 1.80 15.00 3.69 3.92 11.94 

Value of collateral needed for a loan (percent 
of the loan amount) 102.89 152.46 148.50 107.04 96.53 nia 110.00 100.69 108.28 74.17 

Loans requiring collateral (percent) 83.05 84.07 87.69 79.41 88.00 nia 75.00 85.11 87.50 63.64 

Annual financial statement reviewed by 
external auditor (percent) 56.80 53.75 45.80 51.16 65.71 66.67 54.81 50.51 80.77 

MACRO DIMENSION MICRO OI MENSION 

INfRASTRUCTURE Niger Region Income Small Medium large Exporter Nonexp0rler Domestic Foreign 

Delay in obtaining an electrical connection (days) 16.50 28.86 34.83 17.67 13.00 nia 12.57 19.40 

Number of electrical outages (days) 11 .09 12.94 16.91 9.67 12.72 12.26 10.85 7.84 22.88 

Value lost due to electrical outages 

(percent of sales) 2.47 7.61 9.14 1.93 3.80 2.86 2.43 2.36 2.85 

Delay in obtaining a mainline telephone 
connection (days) 38.52 33.12 37.88 37.50 40.36 nia 22.83 42.28 34.71 51.57 

Cargo lost in transit (percent of value) nla 1.38 1.41 nia nia nia nia nia nia nia 

Firms using the Web in interaction with clientsi 
suppliers (percent) 18.40 18.25 14.62 15.12 28.57 14.29 19.23 18.18 19.23 

MACAO DIMENSION MICRO III MENSION 

INNOVATION Niger Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 4.76 13.77 12.08 0.00 13.04 0.00 5.45 3.92 8.33 

New production technology (percent) 21.05 45.99 50.37 15.15 33.33 25.00 20.41 22.22 16.67 

MACRO DIMENSION MICRO DIMENSION 

JOBS Niger Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Firms offering formal training (percent) 34.40 32.70 34.84 22.09 57.14 42.86 32.69 30.30 50.00 
------~------~~---------------------------------------------------------------------
Permanent skilled workers receiving 

training (percent) 17.42 17.81 20.99 11 .98 28.25 19.21 17.04 14.32 29.42 

MACAO DIMENSION MICRO OIMENSION 

TAX ADMINISTRATION Niger Rogion Inc 0100 Smell Modium l arge Exportol Nonexpol1er Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 3.34 3.06 3.63 2.92 4.62 3.89 3.24 3.21 3.91 

MACRO DIMENS ION MICRO DIMENSION 

TRADE Niger Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 4.00 4.33 4.82 4.21 4.50 2.94 6.57 

Longest time to clear direct exports through 
customs (days) 19.40 13.30 22.01 18.11 28.00 22.52 21.00 15.29 

Average time to claim imports from customs (days) 5.04 10.78 14.15 4.75 5.67 3.84 5.35 4.51 7.28 

Longest time to claim imports from customs (days) 11.84 16.47 18.75 11 .77 12.04 7.94 12.79 10.64 16.67 

Firms that export directly (percent) 20.80 11.43 7.54 22.09 17.14 100.00 4.81 19.19 26.92 

Data source: Enterprise Surveys 

More data available at hnpJ/www.enterprisesurveys.org! 
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BUREAUCRACY 
MACRO DIMENSION 

Rwa nda Region Income Small Medium Large 

Customs Telecom· Anti· 
6 trade municatlons competitive 

regulations or informal 
practices 

MICRO DIMENSION 

Exporter Nonexporter Domestic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) 5.08 5.71 5.36 4.78 5.37 6.25 8.31 4.84 4.88 6.01 

Consistencylpredictability of officials' interpre
tations of regulations affecting the firm 70.55 51.57 49.19 63.39 83.09 84.11 82.65 69.59 71.19 67.43 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTlON Rwanda Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) 1.65 2.27 2.94 1.81 1.24 t .67 5.44 1.37 1.59 1.93 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 4.82 18.90 20.82 6.82 1.42 0.00 5.29 4.79 4.72 5.29 

Value of gift expected to secure government 
contract (percent of contract) 1.30 3.19 4.34 1.15 1.40 2.03 4.42 1.08 1.30 1.33 

MACRO DIMENSION MICRO DIMENSION 

COURTS Rwanda Region Income Smen Medium Lerge Exporter Nonexporler Domestic Foreign 

Confidence level in the judiCiary system (percent) nla 63.02 61.14 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

CRIME Rwanda Region Income Sman Medium urge Exporter Nonexperte! Domestic Foreign 

Security costs (percent of sales) 0.90 1.28 1.39 1.01 0.69 0.74 0.54 0.93 0.92 0.82 

Losses due to theft. robbery. vandalism. and 
arson against the firm (percent of sales) 0.54 0.67 0.63 0.73 0.16 0.37 0.13 0.58 0.62 0.17 

MACRO DIMENSION MICRO DIMENSION 

INRIRMAUTY Rwanda Region Income Small Medium Lerge Exporter Nonexperter Domestic Fo/eign 

Sales amount reported by a typical firm for 
tax purposes (percent) 80.59 62.67 57.20 72.38 97.69 90.55 98.27 79.33 77.57 95.78 
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oRwanda 
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ANANCE 

Internal finance for investment (percent) 

Bank finance for investment (percent) 

MACRO OIM ENSION 

Rwanda Region Income 

75.21 77.35 79.29 

17.04 11.46 10.01 

Small 

SO .54 

10.48 

Medium 

59.07 

36.72 
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Large Expo"er Nonexporter 
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75.61 

17.04 

Foreign 
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c 
Q.) 

§ 
C/) 

Q.) 
;. 
c 

N 

N 

Informal finance for investment (percent) 2.85 3.65 4.45 3.50 1.75 0.00 3.00 2.61 4.13 

Supplier credit financing (percent) 14.46 14.21 13.67 13.39 17.86 12.46 13.76 14.52 13.32 19.97 

Value of collateral needed for a loan (percent 
of the loan amount) 159.76 151 .72 146.93 172.07 143.36 178.45 107.37 167.44 169.68 118.28 

Loans requiring collateral (percent) 96.53 83.60 87.02 96.36 100.00 87.99 100.00 96.06 98.27 90.50 

Annual financial statement reviewed by 
external auditor (percent) 39.11 54.09 46.11 27.30 53.24 78.83 61.92 37.30 34.71 60.38 

MACRO DIMENSION MICRO DIM ENSION 

INFRASllIUCTURE Rwanda RegIon Income Small Medium Large ExpOrTer Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 16.93 28.90 34.92 16.90 nla nla 16.93 18.04 

Number of electrical outages (days) 9.01 13.02 17.15 7.59 11.64 11.56 12.72 8.71 8.39 12.06 

Value lost due to electrical outages 
(percent of sales) 8.66 7.57 9.12 8.63 7.69 11.50 6.76 8.82 9.19 6.85 

Delay in obtaining a mainline telephone 
connection (days) 59.44 32.87 37.46 72.13 nla 60.78 28.09 

Cargo lost in transit (percent of value) nla 1.40 1.45 nla nla nla nla nla nla nla 
~~------~--------------------------------------------------
Firms using the Web in interaction with clientsl 

suppliers (percent) 16.84 18.28 14.57 9.94 24.31 42.05 51.26 14.11 12.19 39.33 

MACRO OIMENSION MICRO DI MENSION 

INNOVATION flwanda Region Income Small Medium l a'lle Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 10.63 13.82 12.10 7.98 8.51 33.52 24.04 9.57 7.35 26.50 

New production technology (percent) 55.88 45.65 49.94 41.22 61.36 63.72 50.00 57.07 56.78 52.51 

MACRO DIMENSION MICRO IJIM ENSION 

JOBS Rwanda Region 'ncome Small Medium Large Export~ r Nonexporter Domestic Foreign 

Firms offering formal training (percent) 28.39 32.79 35.02 7.80 23.92 58.83 50.00 24.01 23.30 47.49 

Permanent skilled workers receiving 
training (percent) 39.40 17.85 21.07 48.99 36.83 48.88 36.92 43.95 

MACRO DIMENSION MICRO DI MENSION 

TAX ADMINISTRATION Rwanda Region Income Small Medium Lerge Exporter Nonexporter DomeSlic Foreign 

Average time firms spent in meetings with 
tax officials (days) 3.61 3.05 3.62 3.79 3.99 1.29 1.89 3.75 3.27 5.37 

MACRO DIMENSION MICRO DIMENSION 

TRADE Rwanda Region Income Small Medium Large Exporter NonexpOrTer Domestic Foreign 

Average time to clear direct exports through 
customs (days) 6.56 4.31 4.80 6.88 6.58 7.28 9.13 3.82 

Longest time to clear direct exports through 
customs (days) 8.11 13.45 22.53 8.52 7.89 8.96 10.58 5.48 

Average time to claim imports from customs (days) 10.41 10.68 13.95 10.91 9.72 9.64 11.67 7.33 

Longest time to claim imports from customs (days) 27.34 16.16 18.10 25.21 19.71 29.48 28.95 23.43 

Firms that export directly (percent) 9.48 11.52 7.57 0.77 14.31 53.54 100.00 2.31 6.36 24.58 

Data source: Enterprise Surveys 

More data available at http://www.enterprisesurveys.org/ 
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MACRO DIMENSION MICRO DIMENSION 

BU REAUCRACY Senegal Reg ion Incom e Small Medium l arge Exporter Nonexe orter Domestic Foreig n 

Senior management time spent in dealing w ith 
requirements of government regulation (percent) n/a 5.62 5.24 n/a n/a n/a n/a n/a n/a n/a 

Consistency/predictability 01 officials ' interpre

tations of regulations affecting the firm 57.53 51 .97 49.81 61.95 53.00 56.52 60.00 57.86 51.59 56.72 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Senegal Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) 0.20 2.27 2.93 0.13 0.30 0.20 0.28 0.15 0.19 0.24 

Firms expected to give gifts in meetings with 

tax inspectors (percent! 10.23 18.60 20.39 7.89 13.43 9.09 15.25 8.26 9.38 12.77 

Value of gift expected to secure government 

contract (percent of contract) 5.95 3.13 4.21 6.89 5.51 4.16 6.08 5.55 6.03 5.69 

MACRO DIMENSION MICRO DIMENSION 

CO URTS Senegal Reglon Income Small Medium Large Exporter Nonexportsr Domestic Foreign 

Conlidence level in the judiciary system (percent) 59.46 63.10 61.29 68.75 54.46 47.83 58.02 60.76 61.98 51.52 

MACRO DIMENSION MICRO DIMENSION 

CRIME Senegal Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Security costs (percent of sales) 0.82 1.27 1.38 0.61 0.96 1.05 0.88 0.81 0.76 1.01 

Losses due to theft, robbery, vandalism, and 

arson against the firm (percent of sales) 0.63 0.67 0.63 0.84 0.50 0.40 0.61 0.67 0.72 0.36 

MACRO DIMENSION MICRO DIMENSION 

INFORMALITY Senegal ReD ion Income Small Medium large Exponer Nonexporter Domestic Foreign 

Sales amount reported by a typicallirm for 

tax purposes (percent) 19.52 63.42 58.48 17.23 22.14 19.89 18.44 20.34 18.28 23.17 



-------------------------------------------------------

Senegal2003 Investment Climate Profile 

u-
MACRO DIMENSION MICRO DIMENSION 

FINANCE Senegal Region Income Sm al l Medium l arge Exporter Nonexporter 

Internal finance for investment (percent) 70.47 77.40 79.34 74.18 70.90 59.90 63.96 73.85______________-2__~__________________________________________ 

Domestic 

70.98 

Foreign 

69.33 

c: 
Q.) 

§ 
U) 
Q.) 

> 
c: 

Bank finance for investment (percent) 18.44 11.50 10.08 9.88 22.02 32.41 23.44 15.83 17.25 21.36 
N 

N 

Informal fin ance for investment (percent) 3.82 3.63 4.40 5.79 3.26 0.00 3.80 3.45 5.00 0.43 


Supplier credit financing (percent) 3.57 14.31 13.83 3.55 5.00 0.25 2.63 3.75 3.62 3.47 


Value of collateral needed for a loan (percent 

of the loan amount) 108.03 152.59 148.67 87.75 129.82 87.45 105.65 111.02 114.80 93.06 

Loans requiring collateral (percent! nla 84.06 87.62 nla nla nla nla nla nla nla 

Annual financial statement reviewed by 
external auditor (percent) 66.54 53.64 45.58 56.14 68.69 88.64 77.50 60.63 62.30 78.46 

MACRO DIMENSION MICRO DI MENSION 

INFRASTRU CTURE Senagal Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection Idays) 10.33 29.23 35.64 11.43 9.75 9.07 7.76 10.75 10.03 11.86 

Number of electrical outages (days! 26.10 12.82 16.76 27.14 21.63 35.16 29.57 24.29 24.73 30.45 

Value klst due to electrical outages 
(percent of sales) 4.32 7.63 9.19 4.95 3.88 3.79 3.74 4.85 4.41 4.12 ------------------------------------------

Delay in obtaining a mainline telephone 
connection (days) 10.82 33.66 39.08 12.58 10.21 8.72 6.83 12.14 10.37 12.45 

Cargo lost in transit (percent of value) nla 1.39 1.43 nla nla nla nla nla nla nla 

Firms using the Web in interaction with clientsl 
suppliers (percent) 43.46 18.01 14.22 39.47 45.45 47.83 

--~--~------------------------------------------------
65.00 30.82 41.67 49.25 

INNOVATION 
MACRO DlMINSION _ 

Senegal Region Income 

_ 

Small 

_ 

Medium 

_ MICRO UI MENSIOrL 

Large Exporter Nonexporter Domestic Foreign 
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ISO certification ownership (percent) 6.13 13.82 12.14 2.63 4.95 17.78 7.41 5.03 5.15 9.09 

New production technology Ipercent) nla 45.28 49.39 nla nla nla nla 
------------~-----------------------------------------------

nla nla nla 

JOBS 
MACRO DIMENSION 

Senegal Ragion Income Small Medium 

MICRO DIMENSION 

Large Exporter Nonexporter Domestic Foreign 

Firms oHering formal training (percent) 32.68 32.71 34.91 19.27 33.00 64.44 39.51 29.94 30.16 40.63 

Permanent skilled workers receiving 
training (percent) nla 18.05 21.47 nla nla nla nla nla nla nla 

MACRO DIMENSION MICRO DIMENSION 

TAX ADMINISTRATION Senega l Region Income Small Medium Large Exporter Nonexporter Dome.tic f oreign 

Average time firm s spent in meetings with 
tax oHicials (days) 5.28 3.04 3.60 3.85 5.83 8.06 5.84 5.37 4.76 7.19 

MACRO DIMENSION MICRO DIMENSION 

TRADE Senegal Region I ~ come Small Medium large Exporte, Nonexponer Domestic Foreign 

Average time to clear direct exports through 
customs (days) 5.88 4.32 4.83 10.00 5.87 3.52 5.93 5.00 5.92 5.82 

Longest time to clear dire ct exports through 
customs (days) 10.21 13.41 22.49 17.23 9.52 7.00 10.70 8.15 9.94 10.64 

Average time to claim imports from customs (days) 5.60 10.81 14.27 6.84 5.45 4.50 5.22 5.96 5.76 5.30 

Longest time to claim imports from customs Idays! 12.36 16.50 18.85 15.63 10.98 10.21 10.86 12.18 11 .83 13.51 

Firms that export directly Ipercent) 41.91 11 .20 7.17 23.36 48.39 75.61 100.00 12.50 37.57 55.93 
------~--~~------------------------------------------------

Data source: Enterprise Surveys 

More data available at http://wwvv.enterprisesurveys.org/ 
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MACRO DIMENSION MICRO OIMENSION 

BUREAUCRACY South Africa 11agioo Income Small Medium Large Exporter Nanexporter Domestic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) 9.19 5.61 6.22 8.88 9.11 9.31 9.01 9.24 8.91 10.38 

Consistency/predictability of officials' interpre
tations of regulations affecting the firm 61.53 51.80 56.46 60.38 65.18 59.01 68.42 57.38 61.01 63.72 

MACRO DIMENSION MICRO DIMENSION 

COliRUPTlON Soulh Africa Regio" Income Small Medium Large Exportor Nonexporter Domeslic Foreign 

Unofficial payments for typical fi rm to get 
things done (percent of sales) 0.05 2.30 0.95 0.02 0.08 0.04 0.08 0.04 0.06 0.02 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 0.61 18.84 14.08 5.26 0.00 0.58 0.63 0.59 0.76 0.00 

Value of gift expected to secure government 
contract (percent of contract) 0.00 3.20 1.06 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

MACRO DIMENSION MICRO DIMENSION 

COURTS South Africa Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Confidence level in the judiciary system (percent) 79.17 62.67 65.89 75.86 74.70 83.57 80.70 78.05 77.62 85.84 

MACRO DIMENSION MICRO DIMENSION 

CRIME South Africa Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Security costs (percent of sales) 0.59 1.28 1.06 0.44 0.53 0.66 0.58 0.60 0.55 0.74 

Losses due to theft, robbery. vandalism, and 
arson against the firm (percent of sales) 0.45 0.67 0.78 0.44 0.43 0.45 0.38 0.50 0.45 0.44 

MACRO DIMENSION MICRO DIMENSION 

INFORMAUTV Soull1 Africa Region Income Small Medium l arge Exporter Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 
tax purposes (percent) 97.57 62.37 71.00 97.29 97.10 98.02 98.34 97.06 97.30 98.70 
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Bank finance for investment (percent) 16.53 11.42 13.55 8.98 16.84 17.38 13.98 18.27 17.09 14.17 
N 

N 

Informal finance for investment (percent) 1.06 3.72 2.48 1.02 0.93 1.19 0.76 1.26 1.31 0.00 

Supplier credit financing (percent) 11.65 14.27 15.42 15.86 10.28 11.93 9.56 12.84 11.61 11.80 

Value of coilateral needed for a loan (percent 
of the loan amount) 123.82 153.50 162.73 115.86 123.37 127.65 122.70 124.60 120.45 141.00 ----------------------

Loans requiring coilateral (percent) 61.11 85.81 83.11 82.05 57.95 60.66 52.98 66.31 61.54 58.90 

Annual financial statement reviewed by 
external auditor (percent) 96.97 52.82 66.68 87.72 97.18 98.59 97.79 96.46 96.27 100.00 

MACRO DIMENSION MICRO DIMENSION 

fNFRASTRUCTURE Scuth Alrica Region Income Smail Medium Laroe Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 5.26 29.78 21.85 4.42 4.97 5.39 5.42 5.15 5.44 4,35 

Number of electrical outages (days) 5.45 13.04 4.97 4.41 5.62 5.45 5.62 5.36 5.45 5.45 

Value lost due to electrical outages 
(percent of sales) 0.41 7.70 3.25 0.70 0.27 0.41 0.29 0.50 0.43 0.34 

~------------------------------------------------------------
Delay in obtaining a mainline telephone 

connection (days) 6.58 34.21 29.63 6.53 6.13 6.59 6.29 6.90 6.86 5.24 

Cargo lost in transit (percent of value) 0.84 1.43 1.42 0.48 0.67 1.05 0.78 0.87 0.68 1.54 

Firms using the Web in interaction with clients/ 

suppliers (percent) 70.81 17,07 21.90 53.45 56.75 86,71 79.48 65.77 67.08 86.84 


243MACRO DIMENSION MICRO DI MENSION 

INNOVATION SOUlh Africa Region Income Smart Medium Large Exporte r Nonexporter Domestic Foreign 

ISO certification ownership (percent) 42.40 13.08 15.17 24,56 29.60 56.84 57.08 33.24 36,29 68.42 

New production technology (percent) 60.57 44.95 34.11 44.83 55.38 68.07 64.63 57.99 60.37 61 .40 

MACRO DIMENSION MICRO DI MENSION 

JOBS South Africa Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Firms offering fo rmal training (percent) 64.01 31.11 25.52 31,03 49.60 82.87 74.67 57,14 59.51 83,33 

Permanent skiiled workers receiving 

training (percent) 45,21 16.34 10,51 42.78 46.14 45.23 47.83 43.04 44.31 47.90 

MACRO DIMENSION MICRO OI MENSION 

TAX ADMiNISTlIATION SOUlh Africa Region Income Small Medium Large Expoctar Nonnpone, Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 2.88 3.07 1.87 1.14 2.84 3.28 3.94 2.24 2.84 3.07 

MACRO DIMENSION MICRO DI MENSION 

TRADE South Africa Region Income Smell Medium Large Exporter Nonexporter Domestic Fore gp 

Average time to clear direct exports through 
customs (days) 4.25 4.37 3.95 4.50 4.44 4.11 4,17 4.39 4.46 3.56 

Longest time to clear direct exports through 
customs (days) 6.95 14.13 6.86 6.00 6,81 7.11 6.66 7.36 7.20 6.08 

Average time to claim imports from customs (days) 613 11.07 7.45 5.10 6.38 6.23 6.14 6.33 6.34 5.87 

Longest time to claim imports from customs (days) 11.54 16.84 14.90 13.14 11.08 11.75 11.74 11.39 11.42 11.92 

Firms that export directly (percent) 57.50 10.45 16.07 31.03 46.43 72.98 100.00 31.27 52.98 76,99 

Data source: Enterpri se Surveys 
_____Mo_....;.re data avail able at http://www.enlerpri sesurveys.org/ 

http:http://www.enlerprisesurveys.org
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MACRO DIMENSION 

BUREAUCRACY Swazilend Region InCOIJI8 foreign 

Senior management time spent in dealing with 
requirements of government regulation (percent) 4.40 5.72 6.62 3.96 6.24 4.21 6.76 4.10 3.42 6.11 

Consistency/predictability of officials' interpre 
tations of regulations affecting the firm 47.67 52.12 57.56 50.18 44.27 33.19 42.86 48.13 46.43 49.53 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION SwaziIBnd Reglon Income Sma" Medium Large Exporter Nonexponer Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of salesl 1.19 2.28 0.86 1.23 1.16 0.84 0.91 1.16 1.21 0.98 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 3.33 18.89 14.18 2.26 5.98 6.51 6.67 2.90 4.23 2.11 

Value of gift expected to secure government 
contract (percent of contract) 1.12 3.19 0.99 1.21 0.84 0.79 1.08 1.10 1.27 0.80 

MACRO DIMENSION MICRO OIMENSION 

COURTS Swaziland Region Income Small Medium Large Exponer None.ponar Domestic Foreign 

Confidence level in the judiciary system (percent) n/a 63.51 68.65 nla n/a nja nla nla nla n/a 

MACRO DIMENSION MICRO DIMENSION 

CRIME Swaziland Region Income Small Medium Large Exporter Nonexponer Domestic Foreign 

Security costs (percent of sales) 1.66 1.27 1.02 1.81 1.61 0.90 0.80 1.78 1.84 1.28 

Losses due to theft. robbery. vandalism. and 
arson against the firm (percent of sales) 3.59 0.65 0.70 4.29 2.46 2.16 1.60 3.79 3.93 2.78 

MACRO DIMENSION MICRO DIMENSION 

INFO RMAUTV Swazilanu Reg ion Income Small Med ium Large Exporter Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 
tax purposes (percent) 41.46 63.55 74.55 39.37 52.07 37.74 39.49 42.45 43.89 38.86 
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Internal finance for investment (percent) 

MACRO DIMENSION 

Swaziland Region Income 

75.84 n.33 74.13 

Small 

77.26 

Medium 

67.21 

MICRO DIMENSION 

l arge Exporter Nonexporter 

83.28 81.54 75.22 

Domestic 

76.79 

Foreign 

75.54 

c 
w 

E 
'" w 
> 
c 

Bank finance for investment (percent) 8.72 11.65 14.09 7.76 12.45 7.54 7.31 9.37 8.59 9.67 
('oJ 

('oJ 

Informal finance for investment (percent) 4.41 3.62 2.25 4.46 3.29 6.13 1.92 4.17 1.96 6.56 

Supplier credit financing (percent) 22.11 14.04 14.72 22.20 22.60 20.23 25.46 22.12 22.13 23.15 

Value of cOllateral needed for a loan (percent 
of the loan amount) 82.42 153.22 161 .27 70.84 142.91 88.29 156.86 70.38 67.66 116.53 

Loans requiring collateral (percent) 73.03 84.29 79.91 72.01 60.78 100.00 90.91 73.33 76.60 75.00 
----~~----~-----------------------------------------------------------------
Annual financial statement reviewed by 

external auditor (percent) 71.78 53.37 68.30 63.75 92.14 97.77 97.14 69.74 64.62 87.39 

MACRO DIMENSION MICRO DIMENSION 

INFRASTRUCTURE Swazilllnd Region Income Small Medium La rge Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 16.86 28.92 20.32 17.39 16.79 6.50 20.19 20.93 8.63 

Number of electrical outages (days) 28.61 13.17 5.22 26.62 33.16 34.28 31.85 28.09 27.25 30.42 

Value lost due to electrical outages 
(percent of sales) 2.13 7.69 3.13 2.29 2.08 1.09 2.09 2.15 2.02 2.31 

Delay in obtaining a mainline telephone 
connection (days) 30.08 33.23 27.74 31.75 27 .20 22.57 17.75 30.64 30.57 22.92 

Cargo lost in transit (percent of value) nia 1.40 1.35 nia nia nia nla nia nia nia 

Firms using the Web in interaction with clients! 

suppliers (percent) 20.82 18.18 25.21 13.95 38.74 42.20 37.14 19.12 17.35 27.93 


MACRO DIMENSION MlCRO DIMENSION 

INNOVATION Swaziland Region Income Small Medium l arge Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 22.08 13.55 16.60 18.10 25.79 49.01 48.57 19.12 15.31 35.14 

New production technology (percent) 55.03 45.76 37.87 50.93 57.54 56.79 48.00 
--~--------~~---------------------------------------------

60.00 60.47 48.15 

JOBS 
MACRO DIMENSION 

Swaziland RegIon Income Small Medium 

MICRO lJ lMfNSION 

large Exporter Nonexporter Domestic Foreign 

Firms offering formal training (percent) 50.95 32.59 29.54 31 .69 37.48 74.17 76.00 35.56 46.51 55.56 

Permanent skilled workers receiving 
training (percent) 30.77 17.97 14.43 23.26 15.26 45.90 54.80 

----~-------------------------------------------------------
17.91 27.93 36.11 

TAX ADMfNISTRATION 

MACRO DIMENSION 

Swaziland Region Income Small Medium 

MICRO IJ IMENSION 

large Exporter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 1.86 3.10 1.98 1.73 2.13 2.33 2.25 1.83 1.91 1.84 

MACRO DIMENSION MICRO DIMENSION 

TRADE Swaziland Region Income Small Medium l arge Expoller Nonexporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 2.06 4.39 4.06 2.50 1.91 2.03 2.07 2.06 

Longest time to clear direct exports through 
customs (days) 5.95 13.47 6.90 4.01 17.73 3.22 5.77 7.07 4.39 

Average time to claim imports from customs (days) 1.88 10.74 7.34 2.05 1.90 1.89 1.85 1.94 1.81 

Longest time to claim imports from customs (days) 4.10 16.50 14.52 5.82 3.77 4.29 3.85 4.35 3.88 

Firms that export directly (percent) 9.68 11.51 19.22 4.46 8.22 58.56 100.00 0.74 8.16 18.92 

Data sourc e: Enterprise Surveys 
More data available at hnp:iiwww.enterprisesurveys.orgi 
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MICRO DIMENSION 

BUREAUCRACY Small Medium Large Exporter Nonexporter Oomeslic Foreign 

Tax rat.. AmI- Macro-
competitivl economic 
or inlonnel instability 
praclic.. 

MACRO DIMENSION 

Tonzania Region Income 

Senior management time spent in dealing with 
requiremenls 01 government regulation (percent) 3.90 6.30 6.17 3.49 4.14 7.48 6.43 3.82 3.85 4.27 

Consistency/predictability 01 officials' interpre
tations 01 regulations affecting the lirm 52.18 52.12 48.51 53.25 54.96 28.33 57.10 52.04 51.86 54.86 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Tanzania Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Unofficial payments lor typical lirm to get 
thin gs done (percent of sales) 2.67 2.09 3.13 2.79 2.77 0.89 3.18 2.65 2.74 1.95 

Firms expected to give gifts in meetings with 
tax inspectors (percent) 14.41 20.45 24.68 13.72 15.92 16.40 22.46 14.14 14.62 12.77 

Value 01 gift expected to secure government 
contract (percent 01 contract) 2.85 3.27 5.41 2.85 2.99 2.41 5.02 2.79 2.84 2.93 

MACRO OIMENSION MICRO DIMENSION 

COURTS Tanzania Region Income Small Medium Large EKporter Nonexportor Domestic foreign 

Conlidence level in the judiciary system (percent) n/a 62.56 58.92 n/a nla n/a n/a n/a nla n/a 

MACRO DIMENSION MICRO DIMENSION 

CRIME Tanzania Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Security costs (percent 01 sales) 1.78 1.04 1.06 1.67 2.44 0.66 1.58 1.78 1.85 1.19 

losses due to theft. robbery. vandalism. and 
arson against the lirm (percent 01 sales) 0.50 0.73 0.71 0.46 0.54 0.82 1.59 0.47 0.51 0.48 

MACRO DIMENSION MICRO DIMENSION 

INfORMAUTY Tanzania Region Income Small Medium Large Exporter Nonexporter Oomestic Foreign 

Sales amount reported by a typical lirm lor 
tax purposes (percent) 52.01 67.40 62.43 48.42 59.84 66.56 73.65 51.37 51.40 57.10 
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MACRO DIMENSION MICRO DI MENSION 

RNANCE Tanzania Region Income Small Medium urge Exporter Nonexporter 

Internal finance for investment (percent) 85.24 74.71 75.23 88.98 82.45 70.15 86.73 85.17 

Bank finance for investment (percent) 7.09 13.08 12.31 4.07 9.13 19.82 12.30 
--------------~---------------------------------------------

6.86 

Informal finance for investment (percent) 3.30 3.74 5.16 4.07 2.71 0.43 0.98 3.41 

Domestic 

85.37 

7.53 

3.67 

Foreign 

84.46 

4.42 

1.07 

~ 

c 
w 

S 
'" '" > 
E 
N 

N 

Supplier credit financing (percent) 13.60 14.55 13.96 11.09 19.26 22.91 19.51 13.43 12.72 20.98 
~~------~~---------------
Value of collateral needed for a loan (percent 

of the loan amount) 126.95 159.05 160.10 124.57 133.45 128.01 107.32 128.47 134.83 98.08 

Loans requiring collateral (percent) 92.62 81.99 84.94 88.29 100.00 95.43 100.00 92.13 91 .31 98.24 

Annual financial statement reviewed by 
external auditor (percent) 49.81 54.84 42.29 37.00 78.23 99.10 96.30 48.43 44.94 90.48 

MACRO DIMENSION MICRO DIMENSION 

INFRASTRUCTURE Tanzania Region Income Small Medium Large EXporter Nonexporter Domestic Fo,aign 

Delay in obtaining an electrical connection (days) 29.36 28.44 37.32 34.06 20.93 32.77 29.64 30.81 21.28 

Number of electrical outages (days) 8.86 13.98 21.76 8.13 TO.56 11.35 10.11 8.82 9.02 7.44 

Value lost due to electrical outages 
(percent of salesl 9.84 6.70 8.66 9.92 TO.11 8.37 10.35 9.82 9.90 9.40 

Delay in obtaining a mainline telephone 
connection (days) 22.33 36.25 48.94 21.26 25.00 17.50 22.40 23.03 19.22 

Cargo lost in transit (percent of value) nla 1.34 1.33 nla nla nla nla nla nla nla 

Firms using the Web in interaction with clientsl 
suppliers (percent) 16.00 19.00 13.47 6.26 34.23 65.14 29.09 15.61 13.60 36.05 

MACRO DIMENSION MICRO DIMENSION 

INNOVATION Tanzania Region Income Small M.odium large Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 14.06 13.65 10.52 8.19 22.42 52.62 23.21 13.79 11.88 32.30 

New production technology (percent) 56.68 43.75 48.36 48.54 62.37 74.05 62.07 56.19 55.21 65.59 

MACRO DIMENSION MICRO DIMENSION 

JOBS Tanzania Region Income Small Medium urge Exporter Nonexporter Domestic Faleign 

Firms offering formal training (percent) 37.90 31.47 33.17 29.55 41.29 61.33 57.64 36.09 33.09 66.97 

Permanent skilled workers receiving 
training (percent) 30.13 16.67 19.46 27.79 28.79 36.74 50.55 27.05 27.26 38.42 

MACRO DIMENSION MICRO U1 MENSIDN 

TAX ADMINISTRATION Tanzania Region Income Small Medium large Exporter Nonexporter Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 3.13 2.91 3.76 3.08 3.13 3.80 4.16 3.11 3.17 2.84 

MACRO DIMENSION MICRO DIMENSION 

TRAOE Teozania Region Income Sma ll Medium large EXporter Nonexportel Domestic Foreign 

Average time to clear direct expons through 
customs (days) 5.76 4.06 4.18 5.11 5.38 7.13 5.24 7.29 6.21 4.88 

Longest time to clear direct exports through 
customs (days) 8.54 7.27 8.14 6.91 8.71 10.64 8.47 8.79 7.62 10.24 

Average time to claim imports from customs (days) 13.36 9.63 12.70 14.87 13.83 12.03 10.56 14.00 14.54 10.56 


Longest time to claim imports from customs (days) 23.12 14.98 15.94 22.04 23.54 22.83 16.00 24.63 25.37 17.86 


Firms that export directly (percent) 3.82 14.09 9.89 1.63 5.71 21.46 100.00 0.98 2.81 12.25 

Data source: Enterprise Surveys 

More data available at http://www.enterprisesurveys.org! 
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BUREAUCRACY 

MACRO DIMENSION 

Uganda Region Income Small Medium Large 

MICRO DIMENSION 

Expoller Nonexpoller Domestic Foreign 

Senior management time spent in dealing with 

requirements of government regulation Ipercent) 5.19 5.81 5.43 5.20 5.30 4.60 7.03 5.10 5.00 6.11 

Consistency/predictability of officials' interpre

tations of regulations affecting the firm 45.94 53.08 50.91 48.57 37.26 55.28 47.25 45.88 46.27 44.28 

MACRO DIMENSION MICRO OIMENSION 

CO RRUPTION Uganda Region Income Small Medium Large Expoller Nonexporter Domestic Foreign 

Unofficial payments for typical firm to get 
things done (percent of sales) 3.27 2.07 2.80 3.26 3.62 1.72 2.48 3.31 3.48 2.23 

Firms expected to give gifts in meetings with 

tax inspectors (percent) 14.13 19.65 22.45 13.45 14.45 20.02 12.56 14.21 13.83 15.58 

Value of gift expected to secure government 

contract (percent of contract) 5.58 2.71 3.85 4.84 7.24 6.32 2.32 5.72 5.48 6.05 

MACRO DIMENSION MICRO DIMENSION 

COURTS Ugande Region Income Small Medium Lnrge Exporter Nonexporter Dbmestic Foreign 

Confidence level in the judiciary system (percent) n/a 62.59 59.91 n/a n/a n/a n/a n/a n/a n/a 

MACRO DIMENSION MICRO DIMENSION 

CRIME Uganda Region Income Small Medium Large Expoller Nonexpoller Domestic Foreign 

Security costs (percent of sales) 1.08 1.30 1.46 0.99 1.27 1.30 1.13 1.08 1.01 1.46 

Losses due to theft. robbery. vandalism. and 

arson against the firm Ipercent of sales) 0.51 0.70 0.66 0.62 0.27 0.30 0.33 0.52 0.57 0.24 

MACRO DIMENSION MICRO DIMENSION 

INfORMALITY Uganda Reoion Income Small Medium La/ge Expoller Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 

tax purposes (percent) 52.98 64.79 59.31 50.22 56.41 71.38 49.57 53.14 51.6l! 59.52 
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Internal finance for investment (percent) 

MACflO DIMENSION 

Uganda Reg ion Income 

78.80 77.20 79.41 

Small 

82.57 
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78.88 
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Domestic 
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Foreign 
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Bank finance for investment (pe rcent) 10.13 11.76 10.23 8.39 7.98 31.49 25.05 9.29 7.62 21.82 
N 

N 

Informal finance for investment (percent) 4.40 3.53 4.41 3.98 6.30 0.00 0.00 4.65 4.49 3.97 

Supplier credit financing (percent) 17.00 13.85 12.90 14.00 22.18 28.60 23.74 16.69 15.81 23.03 

Value of collateral needed for a loan (percent 
of the loan amount) 135.52 154.40 151.22 105.55 178.72 182.17 149.44 134.09 131.66 156.41 

Loans requiring coliateral (percent) 89.27 83.33 87.10 86.02 97.47 90.02 86.85 89.50 89.97 85.55 

Annual financial statement reviewed by 
external auditor (percent) 50.04 54.33 44.39 37.75 70.80 100.00 80.98 48.60 43.71 82.25 

MACRO DIMENSION MICRO DIMENSION 

INFRASTRUCTURE Uganda Region Income Small Medium Largs Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 30.63 28.76 36.01 28.92 33.50 31.82 30.54 31 .69 27 .86 

Number of electrical outages (days) 10.56 12.64 17.66 10.61 10.82 8.66 8.54 10.65 10.82 9.18 

Value lost due to electrical outages 

(percent of sales) 9.85 7.10 8.95 8.61 13.19 8.92 11 .43 9.77 9.79 10.14 

Delay in obtaining a mainline telephone 
connection (days) 12.28 34.79 42.15 11.84 11.50 15.35 13.43 12.13 13.18 10.39 

Cargo lost in transit (percent of value) nla 1.42 1.49 nla nla nla nla nla nla nla 

Firms using the Web in interaction with clientsl 
suppliers (percent) 10.63 19.67 15.93 7.02 12.09 47.02 40.26 9.31 6.90 29.77 

MACRO DIMENSION _ MICRO DI MENSION 

INNOVATION Uganda Region Income Small Medium Large Exporter NoneiCP0rtor Domestic Foreign 

ISO certification ownership (percent) 15.46 13.44 11.03 11.33 20.01 43.04 43.01 14.17 9.34 46.30 

New production technology (percent) 52.21 44.94 49.79 40.49 65.01 85.73 74.07 
..~------------------------------------------------

49.78 47.46 74.42 

JO BS 
MACRO DIMENSION 

Uganda Region Income Small Medium 

MICRO DIMENSION 

Large Exporter None xp orter Domestic Foreign 

Firms offering formal training (percent) 32.54 32.82 35.60 27 .30 34.41 60.98 54.45 30.09 28.57 51 .02 

Permanent skilled workers receiving 
training (percent) 29.07 17.20 20.16 23.82 36.65 29.95 45.62 25.72 27.73 32.54 

MACRO DIMENSION MICRO DIMENSION 

TAX ADMINISTRATION Ugande Region Income Small Medium Lerge ExpDrter Nonexponer Domestic Foreign 

Average time firms spent in meetings with 
tax officials (days) 2.40 3.14 3.94 2.25 2.64 3.20 2.55 2.39 2.45 2.15 

MACRO DIMENSION MICRO DI MENSION 

TRAD E. Uganda Region Income Small Medium Large Export. r Nonexponer Domestic Foreign 

Average time to clear direct exports through 

customs (days) 3.39 4.44 5.23 3.71 3.71 2.90 3.36 3.50 3.79 2.93 

longest time to clear direct exports through 
customs (days) 8.04 13.77 24.62 7.98 10.34 5.89 8.59 5.90 9.44 6.45 

Average time to claim imports from customs (days) 7.39 10.91 14.72 8.73 8.26 5.09 5.35 8.31 7.60 7.16 

Longest time to claim imports from customs (days) 14.86 16.55 19.15 15.87 16.88 11.21 9.82 17.14 14.24 15.55 

Fi rms that export directly (percent) 5.61 12.41 8.02 2.70 6.77 35.01 100.00 1.24 3.78 14.86 

Data source: Enterprise Surveys 

More data available at hnp:/Iwww.enterprisesurveys.org/ 
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MICRO DIMENSION 

Small Medium Large Exporter Nonexport.r Domestic Foreign 

Senior management time spent in dealing with 
requirements of government regulation (percentl 12.96 5.63 5.26 14.72 12.53 12.67 12.69 13.05 11.64 16.08 

Consistency/predictabilily of officials' interpre
tations of regulations affecting the firm 29.90 52.21 50.16 21.74 34.34 27.03 32.69 28.95 31.25 26.67 

MACRO DIMENSION MICRO DIMENSION 

CORRUPTION Zambia Region Incorn8 Small Medium Large Exporter Nonexporter Domestic Foreign 

Unofficial payments for lypical firm to get 
things done (percent of salesl 1.14 2.26 2.91 1.71 1.26 0.51 0.69 1.28 1.18 1.04 

Firms expected to give gifts in meetings with 
tax inspectors (percentl n/a 18.69 20.50 n/a n/a nla n/a n/a nla n/a 

Value of gift expected to secure government 

contract (percent of contractl 2.99 3.14 4.23 2.50 2.73 3.17 1.44 3.51 3.62 1.74 

MACRO DIMENSION MICRO DIMENSION 

COURTS Zambia Region Income Small Medium Large Exporter NOn&xport. r Dam",,';c Foreign 

Confidence level in the judiciary system (percentl 63.86 63.05 61 .23 47.62 70.41 60.81 61.54 64.67 67.13 55.93 

MACRO DIMENSION MICRO DIMENSION 

CRIME Zambia Region Income Small Medium large Exporter NoneitpDrter Domesllc Foreign 

Securily costs (percent of sales I 2.17 1.26 1.36 2.91 2.45 1.66 2.26 2.14 2.29 1.88 

Losses due to theft, robbery, vandalism, and 

arson against the firm (percent of sales I 3.35 0.64 0.60 4.98 3.22 3.00 2.69 3.58 3.52 2.95 

MACRO DIMENSION MICRO DIMENSION 

INFORMALITY Zambia Region Income Small M.dium La rge Exporter Nonexporter Domestic Foreign 

Sales amount reported by a typical firm for 

tax purposes (percentl 88.05 62.94 57.76 87 .17 89.84 86.55 84.83 89.27 89.19 85.12 
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FINANCE 

Internal finance for investment (percent) 

Zambia 
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77.48 
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79.45 

Small 
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Exporter 
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59.65 
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61.14 

Fo reign 
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Bank finance for investment (percent) 17.47 11.55 10.17 12.50 15.32 21.90 18.25 17.17 17.69 16.98 
N 
N 

Informal finance for investment (percent) 2.89 3.64 4.41 2.50 1.21 4.31 1.75 3.33 3.13 2.33 

Supplier credit financing (percent) 12.00 14.23 13.71 15.00 12.39 10.91 9.41 12.91 11.55 13.15 

Value of collateral needed for a loan (percent 
of the loan amount) 311.34 149.26 142.92 247.33 298.35 207.76 353.79 284.24 385.57 

Loans requiring collateral (percent) 89.01 83.98 87.58 57.14 88.64 95.00 91.67 88.06 89.23 88.46 

Annual financial statement reviewed by 
external auditor (percent) 85.35 53.54 45.44 73.91 85.71 88.00 86.27 85.03 81.82 94.55 

MACRO DIMENSION MICRO DI MENSION 

INFRASTRUCTURE. Zambia Region Income Small Medium l arge Exporter Nonexporter Domestic Foreign 

Delay in obtaining an electrical connection (days) 142.41 27.96 33.32 168.46 117.79 114.33 149.74 128.25 173.89 

Number of electrical outages (days) 30.00 12.79 16.71 23.83 27.94 30.96 31.39 29.53 31.94 25.32 

Value lost due to electrical outages 
(percent of sales) 3.75 7.63 9.18 4.15 3.65 3.60 3.07 3.99 3.96 3.23 
~-----------------------------------------------------------

Delay in obtaining a mainline telephone 
connection (days) 54.79 32.96 37.57 38.40 95.00 36.23 49.07 70.80 

Cargo lost in transit (percent of value) 2.11 1.38 1.41 3.07 1.98 2.01 1.99 2.15 2.32 1.61 

Firms using the Web in interaction with clientsl 
suppliers (percent) 27.18 18.18 14.50 30.43 23.47 30.26 41.51 22.22 21.38 40.98 

MACRO DIMENSION MICRO DIMENSION 

INNOVATION Zambia Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

ISO certification ownership (percent) 5.80 13.81 12.13 13.04 4.04 6.58 13.21 3.25 4.79 8.20 

New production technology (percent) 49.76 45.77 50.13 47.83 50.51 SO.OO 50.94 49.35 47.95 54.10 

MACRO DIMENSION MICRO OI MENSION 

JOBS Zambia Region Inoome Small Medium Large Exporter Nonexporter Domes!ic Foreign 

Firms offering formal training (percent) 34 .17 32.69 34.85 21.74 23.23 52.63 43.14 31.08 32.87 37.50 

Permanent skilled workers receiving 
training (pen:ent) 16.51 18.03 21.44 20.60 10.09 19.77 21.32 14.16 14.72 20.43 

MACRO DIMENSION MICRO DIMENSION 

TAX ADMINISTRATION Zambia Region Income Sma ll Medium lBrge Exporter Nonexporter Domestic Foreign 

Average time finlls spent in meetings with 
tax officials (days) 2.57 3.07 3.63 2.65 2.61 2.33 2.38 2.64 2.72 2.20 

MACRO DIMENSION MICRO DIMENSION 

TRADE Zambia Region Income Small Medium Large Exporter Nonexporter Domestic Foreign 

Average time to clear direct exports through 
customs (days) 1.60 4.42 5.08 1.40 1.62 1.68 1.52 1.76 1.21 2.14 

Longest time to clear direct exports through 
customs (days) 2.74 13.58 22.96 3.80 2.71 2.75 2.72 2.80 2.36 3.30 

Average time to claim imports from customs {daysl 4.52 10.85 14.35 4.67 4.00 5.15 4.68 4.45 4.63 4.32 

Longest time to claim imports from customs (days) 9.35 16.60 19.05 11.25 7.97 10.96 11.38 8.53 9.31 9.40 

Firms that export directly (percent) 34.78 11.30 7.32 21.74 23.23 52.63 100.00 12.34 28.08 50.82 

Data source: Enterprise Surveys 

More data available at htlp:/Iwww.enterprisesurveys.org/ 
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